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MONDAY, JULY 11, 1955 


House or REPRESENTATIVES, 
COMMITTEE ON Pusiic Works, 
Washington, D. C. 


The committee met, pursuant to call, at 11:20 a. m., in room 1302, 
New House Office Building, Hon. George H. Fallon presiding. 

Mr. Faron. Ladies and gentlemen, the Public Works Committee 
is sitting as a committee of the whole to discuss a revenue section 
for the new highway bill, H. R. 7072, which will be inserted at this 
point. 


(H. R. 7072 is as follows.) 


[H. R. 7072, 84th Cong., 1st sess.] 


A BILL To amend and supplement the Federal Aid Road Act approved July 11, 1916 
(39 Stat. 355), as amended and supplemented, to authorize appropriations for continu- 
ing the construction of highways, and for other purposes 
Be it enacted by the Senate and House of Representatives of the United States 

of America in Congress assembled, That, for the purpose of carrying out the 

provisions of the Federal-Aid Road Act approved July 11, 1916 (39 Stat. 355), 

and all Acts amendatory thereof and supplementary thereto, there is hereby 

authorized to be appropriated the sum of $725,000,000 for the fiscal year ending 

June 30, 1957, which sum shall be available for expenditures as follows: 

(a) $326,250,000 for projects on the Federal-aid primary highway system. 

(b) $217,500,000 for projects on the Federal-aid secondary system. 

(c) $181,250,000 for projects on extensions of these systems within urban 
areas. 

The sums authorized by this section shall be apportioned among the several 
States in the manner now provided by section 1 of the Federal-Aid Highway 
Act of 1954 (Public Law 350, Eighty-third Congress). 

Any sums apportioned to any State under this section shall be available 
for expenditure in that State until June 30, 1959, and any amounts so appor- 
tioned remaining unexpended at the end of such period shall lapse: Provided, 
That such funds shall be deemed to have been expended if a sum equal to the 
total of the sums apportioned to the State is covered by formal agreements 
with the Secretary of Commerce for improvement of specific projects as pro- 
vided in this Act. 

Recognizing it to be in the national interest to foster and accelerate the con- 
struction of a safe and efficient system of Federal-aid highways in each State, 
it is hereby declared to be the intent of Congress progressively to increase the 
annual sums heretofore authorized by the Federal-Aid Highway Act of 19, 
for construction of projects on the Federal-aid primary and secondary systems 
and approved extensions thereof in urban areas, by amounts which in each 
year shall provide an increase over the immediately preceding year of not less 
than $25,000,000, commencing with the fiscal year ending June 30, 1957, as 
hereinbefore provided, and continuing such progression in each of the succeed- 
ing fiscal years, through the fiscal year ending June 30, 1968, for which funds 
may hereafter be authorized. It is further the intent to allocate the total 
funds thus provided to the three categories in the same relative ratio as here- 
inbefore provided for projects on the Federal-aid primary and secondary systems 
and approved extensions thereof in urban areas. 
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It is further declared to be the intent of Congress to continue during the life 
of this Act the authorizations for roads in the Federal domain at annual rates not 
less than those contained in sections 3, 4, and 5 of the Federal-aid Highway Act 
of 1954 (Public Law 350, Eighty-third Congress). 

Sec. 2. (a) For national defense and other purposes, it is considered essential 
to provide for the early completion of a National System of Interstate and Defense 
Highways, which system shall be understood to mean a system of highways of 
primary importance to the national defense and economy and welfare of the 
Nation, and be synonymous with the system referred to as the National System 
of Interstate Highways, designated pursuant to section 7 of the Federal-Aid 
Highway Act of 1944, which Act is hereby amended to substitute the term 
“National System of Interstate and Defense Highways” for the term “National 
System of Interstate Highways” wherever that term appears in any Acts. When 
used herein the term “National System” shall be understood to mean the National 
System of Interstate and Defense Highways described above. 

(b) For the purpose of expediting the construction, reconstruction, and im- 

provement of the National System, including extensions, spurs, and distributing 
connectors thereof through, within, and into urban areas, designated in accord- 
ance with the provisions of section 7 of the Federal-Aid Highway Act of 1944 
(58 Stat. 838), there is hereby authorized to be appropriated the additional sum 
of $1,200,000,000 for the fiseal year ending June 30, 1957, the additional sum of 
$1,500,000,000 for the fiscal year ending June 30, 1958, the additional sum of 
$1,700,000,000 for the fiseal year ending June 30, 1959, the additional sum of 
$2,000,000,000 for the fiscal year ending June 30, 1960, the additional sum of 
$2,200,000,000 for the fiscal vear ending June 30, 1961, the additional sum of 
$2,400,000,000 for the fiscal year ending June 30, 1962, the additional sum of 
$2,400,000,000 for the fiscal year ending June 30, 1963, the additional sum 
of $2,500,000,000 for the fiscal year ending June 30, 1964, the additionual sum of 
$2,500,000,000 for the fiscal vear ending June 30, 1965, the additional sum of 
$2,400,000,000 for the fiscal year ending June 30, 1966, the additional sum of 
$2,000,000,000 for the fiscal year ending June 30, 1967, and the additional sum 
of $1,200,009,000 for the fiscal year ending June 30, 1968. The sum herein 
authorized for each fiscal year shall be apportioned among the several States in 
the ratio which the estimated cost of completing the National System in each 
State bears to the total cost of completing the National System in all of the States 
and the District of Columbia as set forth in the computations compiled by the 
tureau of Public Roads on pages 6 and 7 of House Document Numbered 120, 
Fighty-fourth Congress: Provided further, That the Federal share payable on 
account of any project on the National System provided for by funds made avail- 
able under the provisions of this section shall be increased to 90 per centum of 
the total cost thereof, plus a percentage of the remaining 10 per centum of such 
cost in any State containing unappropriated and unreserved public lands and 
nontaxable Indian lands, individual and tribal, exceeding 5 per centum of the 
total area of all lands therein, equal to the percentage that the area of such 
lands in such State is of its total area: And provided further, That such Federal 
share payable on any project in any State shall not exceed 95 per centum of 
the total cost of such project. 

(c) Any sums apportioned to any State under the provisions of this section 
shall be available for expenditure in that State for two years after the close of the 
fiscal year for which such sums are authorized: Provided, That such funds shall 
be deemed to be expended upon execution of formal agreements with the Secre- 
tary for the improvement of specific projects under this section. 

(ad) Any amount apportioned to the States under the provisions of this section 
unexpended at the end of the period during which it is available for expenditure 
under the terms of subsection (c) of this section shall lapse. 

(e) No funds authorized to be appropriated for any fiscal year by this section 
Shall be apportioned to any State within the boundaries of which the National 
System may lawfully be used by vehicles with any dimension or with weight in 
excess of the greater of (1) the maximum corresponding dimensions or maximum 
corresponding weight permitted for vehicles using the public highways of such 
State under laws in effect in such State or regulations established by appropriate 
State authority effective on January 1, 1956, or (2) the maximum corresponding 
dimensions or maximum corresponding weight recommended for vehicles oper- 
ated over the highways of the United States by the American Association of 
State Highway Officials in a document published by such association entitled 
“Policy Concerning Maximum Dimension, Weights, and Speeds of Motor Vehicles 
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To Be Operated Over the Highways of the United States” and incorporating rec- 
ommendations adopted by such association on April 1, 1946. Any amount which 
is withheld from apportionment to any State pursuant to the foregoing provisions 
of this section shall be reapportioned, in the same manner as provided in para- 
graph (b) of this section, to the States which have not been denied apportion- 
ments pursuant to such provisions: Provided, however, That nothing herein shall 
be construed to deny apportionment to any State allowing the lawful operation 
over the public highways within such State of any vehicles or combinations 
thereof that could be operated lawfully over the public highways within such 
State on January 1, 1956. 

(f) The Secretary is directed to take all action possible to expedite the con- 
duct of a series of tests now planned or being conducted by the Highway Research 
Board of the National Academy of Sciences, in cooperation with the Bureau of 
Public Roads, the several States, and other persons and organizations, for the 
purpose of determining the maximum desirable dimensions and weights for 
vehicles operated on the Federal-Aid Highway System and, after the conclusion 
of such tests, but not later than March 1, 1958, to make recommendations to the 
Congress with respect to such maximum desirable dimensions and weights. 

Sec. 3. Not more than 20 per centum of any amount apportioned to a State for 
any fiscal year from funds made available for expenditure under clause (a), 
clause (b), or clause (c) of the first section, or from funds authorized to be 
appropriated under section 2, may be transferred to the apportionment made to 
such State under any other of such clauses or under such section, except that no 
such apportionment may be increased by more than 20 per centum by reason of 
transfers to it under this section: Provided, That such transfer is requested by 
the State Highway department and is approved by the Governor of said State 
and the Secretary as being in the public interest : Provided further, That the Fed- 
eral share payable on account of any project provided for by funds made available 
by transfer under the provisions of this section shall not exceed 50 per centum 
of the costs thereof, including the costs of rights-of-way, except that in the case 
of any State containing unappropriated and unreserved public lands and non- 
taxable Indian lands, individual and tribal, exceeding 5 per centum of the total 
area of all lands therein, the Federal share shall be increased by a percentage of 
the remaining cost equal to the percentage that the area of all such lands in such 
State is of the total area: Provided further, That the transfers hereinabove per- 
mitted for funds authorized to be appropriated for the fiscal years ending June 
30, 1957, through the fiscal year ending June 30, 1968, shall likewise be permitted 
on the same basis for funds which may be hereafter authorized to be appropriated 
for any subsequent fiscal year: And provided further, That nothing herein con- 
tained shall be deemed to alter or impair the authority contained in the last 
proviso to subparagraph (b) of section 3 of the Federal-Aid Highway Act of 
1944. 

Sec. 4. (a) As a partial means of providing an increase in general fund revenue 
to the Treasury with which to finance the program relating to national defense 
highways and to realize the general benefits which will result from an adequately 
improved highway system as authorized by this Act, the Internal Revenue Code 
of 1954 is amended as provided in the following subsections of this section, effec- 
tive at the time and for the periods specified in such subsections. 

(b) (1) Subsection (a) of section 4041 of such Code (relating to tax on diesel 
fuel) is hereby amended by striking out “2 cents” and inserting in lieu thereof 
“6 cents”. 

(2) Subsection (b) of such section (relating to special motor fuels) is amended 
by striking out “2 cents” and inserting in lieu thereof “3 cents”. 

(3) Subsection (c) of such section is hereby amended to read as follows: 

“(c) Rate Repuction.—On and after July 1, 1970, the taxes imposed by this 
ee shall be 114 cents a gallon in lieu of the rates specified in subsections (a) 
and (b).” 

(c) (1) Section 4071 and 4072 of such Code are hereby amended to read as 
follows: 


“SEC. 4071. IMPOSITION OF TAX. 


“(a) In GeNERAL.—There is hereby imposed upon the following articles, which 
are wholly or in part of rubber, sold by the manufacturer, producer, or importer, 
a tax at the following rates: 

“(1) Large tires, 50 cents a pound; except that on and after July 1, 1970, 
the tax shall be 5 cents a pound. 
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““(2) Tires other than large tires, 5 cents a pound. 

“(3) Inner tubes for large tires, 50 cents a pound; except that on and 
after July 1, 1970, the tax shall be 9 cents a pound. 

“(4) Inner tubes for tire other than large tires, 9 cents a pound. 

“(b) RECAPPED OR RETREADED LARGE TIRES.— 

“(1) In GENERAL.—There is hereby imposed upon the sale before July 
1, 1970, by the manufacturer, producer, or importer, of recapped or retreaded 
large tires a tax of 20 cents a pound. 

“(2) Lamiration.—The tax imposed by paragraph (1) shall not apply 
in the case of any recapped or retreaded tire the sale or use of which, without 
regard to this subsection, is taxable under subsection (a) of this section or 
under section 4218. 

“(c) DETERMINATION OF WEIGHT.—For purposes of this section weight shall 
be based on total weight, except that in the case of tires such total weight shall 
be exclusive of metal rims or rim bases. Total weight of the articles is to be 
determined under regulations prescribed by the Secretary or his delegate. 


“SEC. 4072. DEFINITIONS. 


“(a) Rusper.—For purposes of this chapter, the term ‘rubber’ includes syn- 
thetic and substitute rubber. 

“(b) Larce Trres.—For purposes of section 4071 the term ‘large tires’ means 
tires which— 

“(1) are more than 814 inches in cross section and more than 18 inches 
rim diameter, and 

“(2) are suitable for use on articles taxable under section 4061 (a) (1). 

“(c) DEFINITIONS APPLICABLE TO SECTION 4071 (b).—For purposes of section 
4071 (b)— . 

“(1) Any person who recaps or retreads large tires shall be deemed 
to be the manufacturer or producer of such tires. 

“(2) The return of a recapped or retreaded tire to the owner by the 
person who recapped or retreaded such tire shall be treated as a sale of 
such tire.” 

(2) The table of sections for part II of subchapter A of chapter 32 
of such Code is hereby amended by striking out “Definition of rubber.” 
and inserting in lieu thereof “Definitions.”. 

(d) Section 4081 of such Code is hereby amended to read as follows: 


“SEC. 4081. IMPOSITION OF TAX. 


“There is hereby imposed on gasoline sold by the producer or importer thereof, 
or by any producer of gasoline, a tax of 3 cents a gallon. On and after July 1, 
1970, the tax imposed by this section shall be 1% cents a gallon in lieu of 
3 cents a gallon.” 

(e) (1) Subchapter F of chapter 32 of such Code is hereby amended by renum- 
bering section 4226 as 4227 and by inserting after section 4225 the following 
new section : 


“SEC. 4226. FLOOR STOCKS TAXES. 


“(a) 1955 Tax on LARGE TIRES AND INNER TuBES.—Upon tires and inner 
tubes subject to tax under section 4071 (a) (1) and (3), which, on the effective 
date of section 4 (c) (1) of the National System of Interstate and Defense 
Highways Act of 1955, are held for sale by any person, there is hereby imposed 
a floor stocks tax at the rate of 45 cents per pound in the case of tires and 41 
cents a pound in the case of inner tubes. The tax shall apply to tires and 
inner tubes held for sale on, or in connection with, or held for use in the manu- 
facture or production of, articles the sale of which will be subject to tax under 
section 4061 (a) (1). The tax shall not apply to tires and inner tubes held 
for sale by the manufacturer, producer, or importer thereof, and to tires and 
inner tubes the sale of which will be subject under the provisions of sections 
4218 (a) (2) and 4219 to the manufacturers tax on tires and inner tubes. 

“(b) 1955 Tax on GASOLINE.—On gasoline subject to tax under section 4081 
which, on the effective date of section 4 (d) of the National System of Inter- 
state and Defense Highways Act of 1955, is held and intended for sale, there 
is hereby imposed a floor stocks tax at the rate of 1 cent a gallon. The tax 
shall not apply to gasoline in retail stocks held at the place where intended to 
be sold at retail, nor to gasoline for sale by a producer or importer of gasoline. 
The provisions of section 6416 shall be applicable to the floor stocks tax imposed 
by this subsection, so as to entitle, subject to all provisions of such section— 
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“(1) any manufacturer or producer to a refund or credit of such tax 
under section 6416 (b) (3); 

“(2) any person paying such floor stocks tax to a refund or credit thereof 
where gasoline is by such person or by any other person used or resold 
for any of the purposes specified in section 6416 (b) (2) (A), (B), and 
(H).” 

(2) The table of sections for subchapter F of chapter 32 is hereby amended by 
striking out 


“Sec. 4226. Cross references.” 
and inserting in lieu thereof 


“Sec. 4226. Floor stocks taxes. 
‘Sec. 4227. Cross references.” 


(3) Section 6412 (b) (relating to floor stocks refunds on gasoline) of such 
Code is hereby amended by striking out “April 1, 1956” each place it appears 
and inserting in lieu thereof “July 1, 1970”, and by striking out “July 1, 1956” 
and inserting in lieu thereof “November 1, 1970, based upon a request for reim- 
bursement submitted by such person to the producer or importer of such gasoline 
prior to October 1, 1970”. 

(4) Section 6412 of such Code is hereby amended by redesignating subsection 
“(e)” as subsection “(f)” and by inserting after subsection (d) the following 
new subsection : 

“(e) Larer TIRES AND INNER TUBES.— 

(1) In GENERAL.—Where before July 1, 1970, any article subject to the 
tax imposed by section 4071 (a) (1) or (3) has been sold by the manu- 
facturer, producer, or importer, and on such date is held by a dealer and 
has not been used and is intended for sale, there shall be credited or 
refunded (without interest) to the manufacturer, producer, or importer 
an amount equal to the difference between the tax paid by such manu- 
facturer, producer, or importer on his sale of the article and the amount 
of tax made applicable to such article on and after July 1, 1970. 

““(2) LIMITATION ON ELIGIBILITY FOR CREDIT OR REFUND.—No person shall 
be entitled to credit or refund under this subsection unless (A) he has in 
his possession such evidence of the inventories with respect to which the 
credit or refund is claimed as may be requried by regulations prescribed 
under this subsection, and (B) claim for such credit or refund is filed with 
the Secretary or his delegate before November 1, 1970, based upon a request 
for reimbursement submitted before October 1, 1970, by the dealer who held 
the article in respect of which the credit or refund is claimed. 

“(3) RULES OF SUBSECTION (a) TO APPLY.—For purposes of this sub- 
section, the provisions of paragraphs (2), (3), and (4) of subsection (a) 
shall apply in the same manner and to the same extent as such paragraphs 
apply with respect to subsection (a).” 

(f)) The amendments made by subsections (b), (c), and (d) shall apply 
with respect to articles sold on or after the first day of the first month which 
begins more than ten days after the date of the enactment of this Act. 

Sec. 5 (a)) In any case in which the Secretary is requested by any State to 
acquire any lands or interests in lands (including the control access to any 
lands from adjoining lands) required by such State for right-of-way or other 
purposes in connection with the prosecution of any project for the construction, 
reconstruction, or improvement of any section of the National System, the 
Secretary is authorized, in the name of the United States and prior to the ap- 
proval of title by the Attorney General, to acquire, enter upon, and take pos- 
session of such lands or interests in lands by purchase, donation, condemnation 
or otherwise in accordance with the laws of the United States (including the 
Act of February 26, 1931; 46 Stat. 1421), if— 

(1) the Secretary has determined that such State is unable to acquire 
such lands or interests in lands with sufficient promptness; and 

(2) such State has agreed with the Secretary to pay, at such time as may 
be specified by the Secretary, an amount equal to 10 per centum of the costs 
incurred by the Secretary in acquiring such lands or interests in lands. 

The authority granted by this section shall also apply to lands and interests in 
lands received as grants of land from the United States and owned or held 
by railroads or other corporations. 

(b) The costs incurred by the Secretary in acquiring any such lands or 
interests in lands may include the cost of examination and abstract of title, 
certificate of title, advertising, and any fees incidental to such acquisition. All 
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costs incurred by the Secretary in connection with the acquisition of any such 
lands or interests in lands shall be paid from the funds for construction, recon- 
struction, and improvement of the National System apportioned to the State 
upon the request of which such lands or interests in lands are acquired and any 
sums paid to the Secretary by such State as its share of the cost of acquisition of 
such lands or interests in lands shall be deposited in the Treasury to the credit 
of the appropriation for Federal-aid-highways and shall be credited to the amount 
apportioned to such State as its apportionment of funds for construction, re- 
construction, or improvement of the National System. 

(c) The Secretary is further authorized and directed by proper deed, executed 
in the name of the United States, to convey any such lands or interests in lands 
acquired in any State under the provisions of this section, except the outside 
five feet of any such right-of-way in States unable or unwilling to control access, 
to the State highway department of such State or such political subdivision 
thereof as its laws may provide, upon such terms and conditions as to the lands 
acquired in fee as may be agreed upon by the Secretary and the State highway 
department, or political subdivisions to which the conveyance is to be made. 
Whenever the State is able and agrees to control access, the outside five feet 
may be conveyed to it. 

(ad) Whenever rights-of-way on the National System are required over public 
lands of the United States, the Secretary may make such arrangements with 
the agency having jurisdiction over such lands as may be necessary to give the 
State or other person constructing the projects on such lands adequate rights- 
of-way and control of access thereto from adjoining lands, and any such agency 
is hereby directed to cooperate with the Secretary in this connection. 

Sec. 6. In order to permit the initiation of this program at the earliest possi- 
ble time the Secretary is hereby granted authority to incur obligations for the 
fiscal year ending June 30, 1956, with respect to section 2 hereof, in an amount 
not to exceed $500,000,000, and to enter into contracts or agreements under such 
authorizations, for construction contracts or the acquisition of rights-of-way, 
and for advances to the States to permit an expeditious start in the program 
herein authorized and his action in doing so shall be deemed a contractual 
obligation of the Federal Government for the payment of the cost thereof and 
such funds shall be deemed to have been expended when so obligated: Provided, 
That the funds expended hereunder shall be credited against sums apportioned 


to the State in which expended for projects under the provisions of section 2 
of this Act. 


” 


Sec. 7. (a) Subject to the conditions contained in this section, 50 per centum 
of the cost of relocation of utility facilities necessitated by the construction 
of a project on the Federal primary or secondary highway systems or on the 
National System, including extensions thereof within urban areas, may be paid 
from Federal funds whenever, under the laws of the State where the project is 
being constructed, the entire relocation cost is required to be borne by the 
utility. 

(b) For the purposes of this section the term “utility” shall include publiciy, 
privately, and cooperatively owned utilities. 

(c) For the purposes of this section, the term “cost of relocation” shall include 
the entire amount paid by such utility properly attributable to such relocation 
after deducting therefrom any increase in the value of the new facility and any 
salvage value derived from the old facility. 

(ad) Any utility required to relocate a facility in connection with projects 
undertaken pursuant to this Act shall be entitled to reimbursement for its share 
of the costs thereby incurred. The Secretary is authorized to make such pay- 
ments on the basis of an agreement approved by him, entered into between the 
State highway department and the utility, which agreement shall contain an 
estimate or an agreed price of the cost of relocation. In lieu of such agreement 
the utility may file with the State highway department a certified statement of 
the cost of relocation, subject to the approval of the State highway department. 
The State highway department shall transmit such statement to the Secretary 
with the final voucher for approval by the Secretary. 

Sec. 8. It is hereby declared to be the sense of Congress that all segments 
of the Federal-aid highway systems should be improved to standards adequate 
to meet the needs of national defense and the national economy at the earliest 
practicable date. The Secretary is hereby directed to submit to the Congress 
not later than February 1, 1957, and annually thereafter, a report on the pro- 
gress made in attaining the foregoing objective, together with recommendations 
with regard to the programs herein authorized. 
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Sec. 9. The Secretary of Commerce shall, by not later than February 1, 1956, 
make a report to the Committees on Public Works of the Senate and of the 
House of Representatives containing his recommendations as to the manner 
in which the undesignated mileage of the National System can best be utilized 
for the purposes set forth in section 7 of the Federal-Aid Highway Act of 1944 
and the additional purposes of eliminating bottlenecks in the evacuation routes 
leading from target areas as designated by the Administrator of the Federal 
Civil Defense Administration, and providing such lateral feeder and distribut- 
ing routes as may be required to furnish maximum utility of the system. 

Sec. 10. All agreements between the Secretary and the State highway de- 
partment for the construction of projects on the National System may contain 
a clause providing that the State will not add any points of access to, or exit 
from, the project in addition to those approved by the Secretary in the plans for 
such project, without the prior approval of the Secretary, and such agreements 
shall also contain such provisions as the Secretary feels necessary to insure that 
the users of the National System will receive the benefits of free competition 
in purchasing supplies and services at or adjacent to highways in such system. 

Sec. 11. The Secretary of Commerce shall take such action as may be neces- 
sary to insure that all laborers and mechanics employed by contractors or sub- 
contractors on construction work performed on highway facilities projects in 
the National System shall be paid wages at rates not less than those prevailing 
on similar construction in the locality as determined by the Secretary of Labor 
in accordance with the Act of August 30, 1935, known as the Davis-Bacon Act 
(40 U. S. C., Sec. 276-a). 

Sec. 12. Where a road on which tolls are being collected is incorporated in 
the National System, the Secretary is authorized to permit the approval of con- 
necting projects under this Act to provide the necessary continuous system of 
highways: Provided, That agreement has been reached with the State prior to 
approval of any such project that (1) the section of toll road will become free 
to the public upon retirement of any bonds outstanding at the time of the 
agreement, and (2) that all toll collections are used for maintenance and oper- 
ation and debt service of the section of road incorporated into the system, and 
(3) that there is one or more reasonably satisfactory alternate free routes avail- 
able to traffic by which the toll section of the system may be bypassed. The 
Secretary is authorized to consider as part of the National System any toll road 
or bridge now or hereafter constructed which meets the standards adopted for 
the improvement of projects located on this system, whenever such road or 
bridge forms a logical segment of this system as presently designated or as may 
be hereafter designated. 

Sec. 13. So much of the first section and of section 2 of the Federal-Aid 
Highway Act of 1954 as authorize appropriations for the fiscal year ending 
June 30, 1957, are hereby repealed. 

Sec. 14. The provisions of section 13 of the Federal-Aid Highway Act of 
1950 shall not be applicable to projects constructed pursuant to section 2 of 
this Act. 

Sec. 15. All provisions of the Federal-Aid Road Act of 1916, together with all 
Acts amendatory or supplementary thereto, not inconsistent with this Act, shall 
remain in full force and effect and be applicable hereto. All Acts or parts of 
Acts in any way inconsistent with the provisions of this Act, are hereby re- 
pealed. 

Sec. 16. If any section, subsection, or other provision of this Act or the appli- 
cation thereof to any person or circumstance is held invalid, the remainder of 
this Act and the application of such section, subsection, or other provision to 
other persons or circumstances shall not be affected thereby. 

Sec. 17. This Act may be cited as the “National System of Interstate and 
Defense Highways Act of 1955”. 


Mr. Fatxion. A subcommittee of this committee has met and rec- 
ommended ways and means of financing this program. The com- 
mittee itself has not accepted the figures as to whether the taxes will 
be levied on tires, or gasoline, or any other matters. They have this 
suggested plan in front of them. When this plan was agreed on that 
we proceed in that direction, it was decided that those who will be 
affected by these taxes should be heard. Therefore, this committee 
has set aside 2 days in which to try to hear from all phases of the 
industry that might be affected. 















































1104 NATIONAL HIGHWAY PROGRAM 





It is impossible, of course, to hear everybody who wants to be heard, 
but we are going to try to limit these hearings to the representatives 
of the industries that are affected. 

We have set as a goal for these hearings 12 hours, starting at 11:30 
today, and the 12 hours ending sometime tomorrow night. 

We also have with us, sitting with this committee, a subcommittee 
of the Ways and Means Committee, represented by its chairman, 
Mr. Boggs. 


Mr. Boggs, would you like to make a statement at this time? 


STATEMENT OF HON. HALE BOGGS, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF LOUISIANA 


Mr. Boces. Mr. Chairman, normally revenue measures, as everyone 
knows, are considered by the House Committee on Ways and Means. 
This bill, principally a highway construction bill, was referred to this 
committee and it contained revenue sections. Upon the request of the 
chairman of this committee, the chairman of the Ways and Means 
Committee appointed a subcommittee which will sit in, I understand, 
and has full powers to question witnesses, but does not have the power 
to vote and will not have responsibility for whatever bill you come 
forward with. 

Mr. Fation. Thank you, Mr. Boggs. 

Mr. Srupson. Mr. Chairman, I want to make a brief statement on 
behalf of the Republicans on the subcommittee of the Ways and Means 
Committee to which Mr. Boggs has made reference. 

Mr. Jenkins and I have been on the Ways and Means Committee 
for a goodly number of years, Mr. Jenkins being one of the most senior 
members. We emphatically, in the Republican membership of the 
Ways and Means Committee, wish to have it known that we believe 
the jurisdiction on revenue matters should be confined to the Ways 
and Means Committee, and we protest the fact that another committee 
has been given—and we do not deny the legality by which it has been 
giv en—that authori ity to conduct these hearings today for this purpose. 

We have, as most of you gentlemen know who appeared before our 
committee a policy of giving x extended hear ings on any revenue matter 
affecting the individual as definitely as this tax measure does. We 
sit here unhappily without a right to vote on the matter of who is to 
pay the tax. We sit here, however, with permission to ask questions, 
which may or may not be exercised. 

Above all, we recognize that this committee has, as we would have 
assumed had we been asked to, a very responsible, a very serious, and 
a very, very difficult job of imposing a tax to raise this astronomical 
amount of money. We would like to be helpful to our colleagues on 
this committee and to that extent and for that purpose we are here. 

The chairman very kindly said that we might make the record 
clear so that it indicates we are not in a position to and do not have 
a right of voting to oppose or impose any tax. 

Mr. Boces. Mr. Chairman, for the record, may I indicate that the 
Ways and Means Committee’s subcommittee, in addition to myself 
and Mr. Jenkins of Ohio, is composed of Mr. Simpson of Pennsy]- 
vania, Mr. Harrison of Virginia, and Mr. Ikard of Texas. 
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Mr. Fatuon. May the Chair make a statement for the record before 
we hear the first witness? It was not our intention, and I have 
expressed it on a number of occasions, and also before the Ways and 
Means Committee, for this committee to invade the prerogatives, the 
rights and privileges of the Ways and Means Committee. We have 
before us one of the greatest problems facing the country today, that 
is, the inadequacy of our highway system, where we are losing $4 
billion a year in our economy, and in the last 10 years we have killed 
over 300,000 people on these highways—American citizens. 

We met in this committee for almost 2 months discussing this 
problem. We did not have one witness in those 2 months tell us that 
we did not need these highways, and that it was not imperative that 
they be started immediately. It is a crisis that is facing this country, 
and this committee had to do something about it. 

We considered the finance plan of another bill known as the Clay 
kill. While we were holding hearings on that, the Senate took action 
on the Clay bill and disposed of that plan by a majority vote. We 
knew it was impossible for this committee to go into conference with 
the Senate, with a bill such as the Clay plan on the financing aspects. 
The opposition to that bill was that it would cost $11,500 million in 
interest to finance that plan. 

Our committee tried to come up with the answer to the problem. 
We have come up with an answer that we can raise out of suggested 
taxes that we have before us today $12,495 million, which will do the 
job in 14 years and then the thing will be paid for. That is just a 
billion dollars over what the interest charge would be alone under 
the other plan. 

The President has expressed on several occasions the opinion that 
this is a must and that this work should be started and this legislation 
should be passed. In the face of that we have made an approach to 
a solution which is of course foreign to the field of public works, that 
is, putting a tax section into a highw ay bill. However, it was decided 
by the administration and the leaders of Congress that that would be 
the only way we could get a highway bill through this year. There- 
fore, we are proceeding in that manner. 

Mr. Donpero. Mr. Chairman, I ask for 1 minute. 

Mr. Fation. Mr. Dondero. 

Mr. Donpero. There are two philosophies before this committee on 
the question of building roads—the one offered by the Clay bill or the 
administration bill of pay as you use, or the bill which seems to be in 
favor to a majority of this committee, which is the tax bill before us 
now—the Fallon bill, so-called—which provides for a method of pay 
as you go. That bill provides for the taxes. The Clay bill does not 
provide for the taxes. 

I think I should say on behalf of Republican members, and so far 
as I can on behalf of the administration, that the theory and philoso- 
phy of the Clay bill has certainly not been abandoned in the minds of a 

great many of us. I realize the roads program is essential. No one 
on this committee wants good roads more than I do, coming from the 
automobile capital of the world. However, I want the committee and 
the public to know that the philosophy of the Clay bill is certainly not 
entirely abandoned, and I hope due consideration will be given to that 
philosophy before these hearings are ended. 
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Mr. Dempsey. Mr. Chairman. 

Mr. Fation. Mr. Dempsey. 

Mr. Dempsey. I want to call attention to the fact that the Clay bill 
provided for bonds to be issued and the amortization of and the inter- 
est on those bonds would take some 30 years. It is not a pay-as-you-use 
proposition because the roads would be used up long before the bonds 
could be paid off. You cannot build a road that will last for 30 years. 
So we will have all of the highway funds tied up for the next 30 years 
and you cannot change the program, whereas the need for roads exist- 
ing for this period of time would be far beyond what it is now. 

So far as | am concerned, I would vote for any bill at this time that 
would give us roads. We are killing from 35,000 to 38,000 people a 
year, and many of them are being murdered, and it is time we did 
something about it. 

We are giving to all of the countries on this earth great sums of 
money. If a part of those sums were assigned to this particular pro- 
gram we would have no problem at all. I stopped voting for some of 
these things because of the situation we have here at home. 

To pay $11,500 million in interest over a period of 30 years when 
$12,500 million would do the job completely in 12 years if you pay 
for it as you go, does not seem right to me. I think we should pay for 
it as we go. That is a better proposition. 

Mr. Aucurinctoss. Mr. Chairman, may I respectfully suggest that 
we proceed with the witnesses, as time is running short. 

Mr. Fatuon. Mr. Auchincloss, that is a good suggestion. 

E We have as our first witness this morning Congressman Ayres, of 
hio. 

Mr. Ayres, may I make an announcement before you proceed ? 

To you ladies and gentlemen who are standing in the back, I imagine 
it will be uncomfortable for you if you stand for any length of time. 
This afternoon we are going to meet in the Ways and Means Com- 
mittee room and I think there will be ample chairs for everybody who 
wishes to attend the session. 

Mr. Ayres, I do not know whether you heard the announcement on 
the limitation of time, but you just go ahead in your own way; you 
may proceed. 


STATEMENT OF HON. WILLIAM H. AYRES, A REPRESENTATIVE 
IN CONGRESS FROM THE STATE OF OHIO 


Mr. Ayres. Mr. Chairman and members of the Public Works and 
Ways and Means Committees. Since my district in Ohio is the largest 
tire-producing area in the world, I have been particularly interested in 
proposals before this committee to increase greatly the Federal taxes 
on tires. I was frankly alarmed when I read the proposal in H. R, 
7072 to increase the tax on large tires from 5 cents a pound to 50 cents 
a pound. 

Mr. Faxuon. Mr. Ayres, may I interrupt you at this time and hand 
you a sheet with the new proposals for the taxes? 

(The new proposals on taxes are as follows.) 
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Re Trre Tax 


1955 production 


Pounds 
RR Ca ceca sbiaaiictin es sna actinitinin nests ails iceland 3, 520, 000, 000 
SE I chart cts eile eatin cli bithenglilicenaltpiciaristniihislanieasanendiibcirbictgentinibicésiill 160, 000, 000 
AE | CO iki ti <Back lessee a lchttinmiienlp en ccttbneeeecaan ladda 325, 000, 000 
1% cents additional tax on all tires... 12.1... ......... $44, 000, 000 
11% cents additional tax on all tubes_____.__________________ 2, 000, 000 
a ER CT Ch Crain sci etnies citi itcbtlstioas 20, 300, 000 


66, 300, 000 


Committee projection“ new’ tat... ..... 2. onus 12, 495, 000 

Gomemnitese prospecting tite take oe 1, 358, 000 
Percent tire tax of total, 10.88. 

Committee projected total yield 1956_.____._.___-- mbt ede Suu 610, 000, 000 

10.88 percent attributable to tires__._.__._.__._.__...-------_---_---- 66, 288, 000 


This entire amount would be covered by 144 cents increase in tires and tubes 
and by 614 tax on camelback. 


Pounds 
Weleut on tre ne wore, Cmervroies, Ofte. eee 24. 23 
re er a a cia 80 
Passenger car: 
I ate Sie da ti tt cbs ieideansitagogimnmip amma $0. 30 
cee annie eininkeubedinibeianntdmaaianacteicmedtid 1,20 
Trucks: 
TE ener elena ated ilies 1. 00 
aE id Aa A i bled 14. 00 


Mr. Ayres. I have one, Mr. Chairman. 

Mr. Fauton. I think if you would talk about this it would help, 
because this other one has been tabled and we would like to have the 
witnesses talk about the new schedule which we have before us, and 
which the committee is considering. 

Mr. Ayres. I agree with you, Mr. Chairman, but even the com- 
promise proposal to increase the tax 200 percent can only be described, 
from my point of view, as drastic. 

This burden would be placed on one relatively small segment of 
the manufacturing and highway-user populations which are already 
making substantial contributions. The producers and users of large 
tires would be singled out for these burdensome taxes in the name 
of a highway program which is recognized as vital to the defense 
of the entire Nation and, in fact, has been officially designated as a 
system of defense highways. 

My concern was even deeper than that, Mr. Chairman, when it was 
called to my attention that a letter had been sent out by the American 
Short Line Railroad Association over the signature of Mr. C. E. 
Huntley, secretary-treasurer. I will leave a copy of this letter with 
you, which was dated prior to the introduction of the highway bill. 

In my experience in the rubber and trucking industry I have yet 
to find a proposal made by the railroads that would be beneficial to 
the tire industry, to the automobile industry, or the trucking indus- 
try. It was quite coincidental, I thought, that in their statement— 
and I propose to submit it for the record—they have this to say in 
the way of suggestions to this committee, or indirectly to their con- 
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stituents or their membership who were in turn to contact the mem- 
bers of this committee in an effort to get this legislation passed: 


It is essential, therefore, that Federal highway legislation should require 
special user charges upon the heavy commercial vehicles operated on the public 
highways for private gain. They will reap large savings from highways im- 
proved for their requirements and use; consequently it is only right that they 
should also contribute adequately to pay the costs. 

This can be done by means of a tax (collected at the manufacturers’ level) 
on tires used on the heavy vehicles. 


Bear in mind, this is coming from the railroads. 


Such a tax would reflect size, weight, and mileage factors and would be admin- 
istratively feasible. There would need to be a corresponding tax on camelback 
material used in retreading or recapping such tires. To equate more fairly with 
the motor-fuel tax paid by the average motorist, such a tax on heavy truck and 
bus tires should be at a rate no less than 50 cents per pound of tire, and the 
equivalent rate on retread material would need to be double such amount. 


I think, Mr. Chairman, your committee will be doing the country 
a favor to come up witha proposal for a road program, but I do hope 
before you initiate any tax provisions you will leave that authority in 
the hands of the Ways and Means Committee, because in making a 
revision of our tax program I feel it will be necessary to look at the 


overall tax program, because any tax on transportation is going to, 


be reflected in the cost of finished goods. 
Thank you very much. 
Mr. Fatuon. Thank you very much. 
Is the representative of the American Trucking Association here? 
Mr. BresNAHAN. Yes, sir. 
Mr. Fation. Will you come up, please, and give the reporter your 
full name and title? 


STATEMENT OF WILLIAM A. BRESNAHAN, ASSISTANT GENERAL 
MANAGER, AMERICAN TRUCKING ASSOCIATION 


Mr. BresNAHAN. My name is William A. Bresnahan. I am assistant 
general manager of the American Trucking Associations, the national 
trade organization of the Nation’s trucking industry, with headquar- 
ters at 1424 16th Street NW., Washington, D. C. 

We appreciate this opportunity to express the views of the trucking 
industry with respect to the tax proposals now under consideration by 
this committee. 

Down through the years, the Federal taxes on motor fuel, equipment, 
tires, tubes, parts, and accessories have exceeded by $10 billion the 
amounts spent by the Federal Government for highways. Even if 
the past is disregarded, these taxes now are yielding well over $2 
billion a year—enough to finance on a current pay-as-you-go basis 
this proposed highway system which has been clearly and offici ially 
recognized as a vital instrument in the defense of the Nation. 

In view of these facts it is regretable that motor-vehicle owners 
should be singled out to make substantial additional payments to 
finance this homefront instrument of defense which is at least as vital 
to the defense and survival of the Nation and its population as many 
other costly defense projects both home and abroad. 

It is more than regrettable when one small group of motor vehicle 
owners is singled out to pay a disproportionate share of such increases. 
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We have never quarreled and we are not now quarreling with the 
idea that large motor vehicles should pay relatively higher taxes than 
small motor vehicles. But we urge the committee to keep in mind that 
they do pay higher taxes on both the Federal and State levels. 

The Federal fuel tax and the varying State fuel taxes apply alike 
to all motor vehicles with respect to the rate of tax per gallon. How- 
ever, the large trucks get only 3 or 4 miles to the gallon, as compared 
to much higher mileage per gallon for passenger cars. This means 
that.the fuel tax, whatever the rate per gallon, results in a tax per mile 
operated that is several times higher for large vehicles than for small 
vehicles. 

On the State level, the fuel taxes are supplemented by registration 
fees which are a great deal higher for large trucks than for passen- 
ger cars. 

A nationwide study by the Bureau of Public Roads for 1953 showed 
a national average registration fee of $11.95 for light passenger cars, 
as compared with averages of $588 for a 4-axle trailer-truck combina- 
tion; $1,148 for a 5-axle trailer-truck combination, and $1,844 for a 
6-axle truck combination. 

Similarly, on the Federal level the fuel tax is supplemented by the 
excise taxes which again fall much more heavily upon the large truck 
than upon the passenger car. 

Based upon f. o. b. factory prices, as shown in the Bureau of Public 
Roads study already mentioned, the Federal excise tax on the fore- 
going types of motor vehicles would be: 


shiek iste esi vice Slt aspen ecstasy Gites cas saat eticee $157 
I I gic pce inns aslo cep es os casein decease ledeasicnocin 1, 056 
plea anita snemnie ate 1,918 
isis taieptagmenabddcideliep ep igelceapmnaablpaial 2, 071 


The existing Federal tax on a set of 7: 10 x 15 tires for a passenger 
car amounts to $4.40. Because of the larger size (10:00 x 20) of 
truck tires and the greater number required, the tax on a set of tires 
is $77 for the 4-axle trailer truck; $99 for the 5-axle trailer truck, and 
$121 for the 6-axle trailer truck unit. 

Comparably higher taxes are paid by trucks on inner tubes, parts, 
and accessories. 

Despite these facts, the proposed increases would place approxi- 
mately 28 percent of the new tax burden upon slightly more than 1 
percent of all motor vehicles. 

The magnitude of existing Federal excise and State highway user 
taxes upon vehicles which make up this small fraction of the total 
motor vehicle population can best be understood when translated into 
terms of individual vehicles. 

The present taxes on the purchase and operation of an average new 
gasoline-powered 4-axle trailer truck for 1 year are as follows: 


State registration fee____ sissies : . eee a $588 
State fuel taxes 845 
Federal tax on new vehicles ae aa 5 fete ‘ wes Os 
Tax on set of new tires__- = as 7 
Tax on set of new tubes__ et, . i oes : 15, 40 
Federal fuel tax : 325 


This makes a total taxpayment of $2,906 for a typical unit of this 
type. The proposal of the subcommittee now under consideration 
would assess an additional $591 in Federal taxes, increasing the total 
to almost $3,500. 
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The present taxes on the purchase and operation of an average new 
diesel-powered 5-axle trailer truck for 1 year are as follows: 
State registration fee 


So ee ere = ee ee 
State fuel taxes_ bi J Er Evi Wo re Pi epee 1 a ET ks hehe 955 
Wederal tax on new vehicles. <<. 3... =. Bis yo ee 1, 918 
er eile iil an iene Be ss taesicctscempsin wtenign es gitapcabancb apd akegh mph phigh deeb ea irts 99 
ree i A OE sel a Saad 19 
Seeeenenene Unenan pani. 00h oe 3! DOD CS nn ccnlasee idelicaaeigeneetaemameemananek er ommaagtniae 341 


This makes a total taxpayment of $4,480 for a typical unit of this 
type. The proposal of the subcommittee now under consideration 
would assess an additional $1,372, increasing the total to more than 
$5,800. 

The present taxes on the purchases and operation of an average new 
diesel-powered 6-axle trailer truck for 1 year are as follows: 


State registration fee____________ ee by oer ee eh A ee al ree $1, 844 
SO I nella pe ehiees 1, 132 
Oi <0 a lal ilies 2, O71 
Tax on set of new tires__________ aD ee oe ee ee ce eee ree 121 
arin et or mew Ge iO ee a 24. 20 
Witiernh feel tam Be cw nadie eee nose. 418. 60 


This makes a total taxpayment of $5,611 for a typical unit of this 
type. The proposal of the subcommittee now under consideration 
would assess an additional $1,613, increasing the total to more than 
$7,224. 

The trucking industry firmly believes that it is paying its fair share 
of the existing taxes, and calls attention to the fact that the only testi- 
mony to the contrary that was offered during the earlier hearings was 
presented by competitive interests. 

Therefore, it is our firm conviction that if any increases in motor 
vehicle taxes have to be made they should be across the board. Con- 
sistent with this position we do not object to a 1-cent increase in the tax 
on fuel. This is a reiteration of the position we took during the earlier 
hearings, when we were virtually the only group that indicated a will- 
ingness to pay any increased taxes at all. 

However, the trucking industry is opposed to being singled out as in 
the case of the proposed 4-cent increase in the diesel fuel tax and in the 
case of the proposed increase in the tax on truck tires and tubes. This 
opposition is based both upon the principles of equity involved and 
upon the magnitude of the practical burden involved in the proposed 
taxes. 

Again, we make an earnest appeal to reason and urge the committee 
not to single out one small group of motor vehicles that is already 
heavily taxed to bear a disproportionate share of any necessary 
increase. 

In conclusion we want to thank the committee again for an oppor- 
tunity to appear here and make this final plea. 

Mr. Fation. Thank you very much. 

Are there any questions on my right ? 

( No response. ) 

Mr. Fation. On my left? 

Mr. Donpero. Just two questions. 

Mr. Fation. Mr. Dondero. 


Mr. Donvero. In the trucking industry do you people make lo 


term contracts with your customers where you are committed oo 
the trucking for a period in the future ? 
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Mr. Bresnauan. Not the common carriers, certainly. To some ex- 
tent there may be some understandings between the contract carriers 
and their clients. 

Mr. Donvero. One other question. Is there any plan or eee 
in the trucking industry to ask for extending the length of the axles, 
or extending the cab or framework of the body to larger dimensions, 
such as widening it ? ; 

Mr. BresNauAN. We have made representations in connection with 
this highway bill which would provide for, as a maximum, applying 
the limits recommended in 1946 by the AASHO and under this bill 
these funds would be denied to any State which after January 1, 1956, 
allowed weights or dimensions which were in any way in excess of 
those 1946 recommendations of the AASHO. 

We have said we believe the States are doing an adequate job of 
regulating sizes and weights of motor vehicles. They have been do- 
ing it up to now. We believe if the Federal Government is going to 

lace limits in this highway bill to protect the Interstate Highway 
on that the standards so fixed should be based on this new Inter- 
state Highway System and not on the admittedly outdated stand- 
ards adopted in 1946 to protect highways and bridges built a long time 
before that time. 

There is no concerted plan. No, sir. 

Mr. Donprero. Your answer is you have no plan to extend the axle 
length or widen the box part of the upper structure ? 

Mr. BresnaHan. No, sir. As far as the width is concerned. 

Mr. Donvrro. That is all I want to know. 

Mr. Scuerer. Mr. Chairman. 

Mr. Fation. Mr. Scherer. 

Mr. Scuerer. About how many miles a year does one of these large 
trucks you referred to travel ? 

Mr. Bresnawan. Well, in the case of the 4-axle unit about 40,000 
miles, and it will increase as the size of the unit increases. 

Mr. Scuerer, Mr. Bresnahan, you are familiar with the fact that 
the uncontradicted testimony before this committee is to the effect 
that these large trucks will save 4 cents a mile and upward in costs if 
the Interstate System is built as proposed in this legislation ? 

Mr. Bresnanan., I would like the opportunity to contradict it right 
now. 

Mr. Scuerer. Up to this point there has been no contradiction of 
that testimony. 

Mr. Bresnauan. Up to this point, Mr. Scherer, we were not aware 
there had been any such testimony put in the record. We are aware 
there has been a lot of talk since that time. 

Mr. Scuerer. You do not think it would save 4 cents a mile in op- 
erating costs? 

Mr. BresnaHAN. I donot thinkso. Most of these estimates of what 
the savings would be are usually based on the amount of savings in 
time, and I think that the committee should 

Mr. Scuerer. That is an element that is considered—one of them. 

Mr. Bresnanan. And a major one in some of the estimates we have 
seen. I think the committee should realize that is really theoretical, 
since the so-called wage savings are completely theoretical. The 
drivers are paid by the mile and not by the hour. 
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Mr. Suerer. My recollection is, Mr. Bresnahan, that the uncon- 
tradicted testimony by experts is to the effect that there would be a 
saving of 4 cents a mile. Is there any industry or any group that 
would benefit more by the improvement of the highway system pro- 
posed than the trucking industry in this country ¢ 

Mr. Bresnanan. Certainly the trucking industry would benefit, as 
would all other motor vehicle owners, and the Nation generally. We 
came up here and expressed our willingness to pay our fair share of any 
necessary increases. We had hoped there would not be any increases. 
We favored the bond program which would have financed this pro- 
gram without tax increases. 

Mr. Scuerer. Of course, that is the program which I favor. 

Mr. THompson. Will the gentleman yield ? 

Mr. Scuerer. Just one more question. 

The people who gave the testimony with reference to a 4-cent saving 
per mile in the operation of the large trucks, also said there would be 


a 1-cent saving per mile for passenger cars. Are you familiar with 
that testimony ? 


Mr. Bresnanan. No, sir. 

Mr. THompson. Will the gentleman yield ? 

Mr. Scuerer. I have no objection, but I believe we have adopted a 
rule on this. 

Mr. TuHompson. Mr. Chairman, I would like to ask the witness some- 
thing for the record. I would like to ask if he has the information 
with him of what percentage of large trucks using the highways, use 
the Interstate System, or will use it? 

Mr. Bresnauan. That is difficult to say. I suppose at one time 
or another the bulk of the large trucks will use the Titerstate System. 

Mr. THompeson. I am thinking of the trucking industry as I know 
it in my district. I think perhaps 2 percent of the total number of 
trucks traveling the highways would be of the type that would be 
commercial vehicles that would use the Interstate System. I think 
that should be corrected if it is not actually right, or, at least put 
into the record what percentage of these trucks on the highways are 
commercial vehicles which use the Interstate System primarily. 

Mr. BresnanHAn. It would be difficult to arrive at a figure, but, of 
course, there are many that would probably never get on it, and some 
that would get on it infrequently, and some that would use it most of 
the time. 

If I may, I would like to point out something in connection with 
that. There has been a line of reasoning that the tax burden should 
be directed particularly against those who might use this Interstate 
System, because this is an interstate system and these are Federal 
taxes ostensibly to pay for it. That argument overlooks completely 
the fact that while the users of the Interstate System are using it, 
they will be burning fuel and paying fuel taxes, at prices ranging from 
4 to 7 cents, which will go out on the other roads and streets. 

I think they have got to think of this highway system as an over- 
all system. 

Mr. Tuoomeson. That is all, Mr. Chairman. 

Mr. Fatxion. Are there any other questions ? 

Mr. Soiru. In other words, you think all of these taxes should be 
paid by everybody who uses highways, regardless of whether they use 
the Interstate System / 
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Mr. BresNAHAN. Yes, sir. 

Mr. Smirn. Even though the whole point of this bill is for the 
Interstate System ? 

Mr. Bresnanan. I think if it is going to be suggested that only 
the users of the Interstate System should | pay for this road under this 
bill it should be suggested the same users should be given a refund on 
the State taxes they pay while they are using it. 

My point is, while they are paying their fair share of the cost of the 
Interstate System, which is a national defense system, that they at 
the same time pay very substantial State taxes while they are using it, 
and these taxes are available to the States for other roads and streets 
that these same vehicles never get on. 

Mr. SmiruH. What about the other 84 percent of the people in the 
rest of the country whom you volunteered to give a l-cent gasoline 
tax? Should they get a refund when they trav vel the Interstate Sys- 
tem ¢ 

Mr. BresNanAn. If it were going to work one way it would have 
to work both ways. 

Mr. Smriru. In other words, you are in favor of taxes on everybody 
but yourself ? 

Mr. BresnaHANn. No, sir. 

Mr. Sairu. I opposed this finance system, but your testimony indi- 
cated to me I would be in favor of increased taxes on your organiza- 
tion. It would appear to me you have certainly done nothing to push 
your position. 

Mr. Cramer. Mr. Chairman. 

Mr. Faxon. Mr. Cramer. 

Mr. Cramer. The figures you cited in each instance for the trucks 
includes the largest individual figure for the excise tax on the purchase 
of these trucks. What is the breakdown on that without the excise 
tax on the purchase—your annual recurring cost ? 

Mr. BresnaAHAN. I do not have that readily available. If you were 
going to do that you would have to break it down. 

Mr. Cramer. The annual tax cost is what I think the committee is 
interested in. 

Mr. Fation. Does a truck use a set of tires a year ? 

Mr. BresnaHAN. Many of these vehicles do. Yes, sir. Of course, 
you would still have to amortize that cost. It could not be taken out 
completely and we did not pretend that this was an annual cost. It 
is specified as the taxes on the purchase and operation of a new unit 
for 1 year. 

Mr. Cramer. I will not take the time of the committee, but will you 
submit those figures, amortizing that over the average life of a truck, 
so that we can have the yearly recurring tax cost of those trucks? 

Mr. BresNAHAN. Yes, Sir. 

Mr. Faron. Mr. Scherer. 

Mr. Scuerer. I have just this additional observation or question, 
in view of the statements that have been made since I asked my ques- 
tion before: When we had hearings, only the Clay bill was before us. 
Now we have the Fallon bill, which does provide for an accelerated 
improvement of the primary, secondary, and farm-to-market roads. 
There is no testimony of what saving per mile that will afford for 
trucks or passenger cars. Obviously, if the primary, secondary, and 
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farm-to-market roads are improved, as provided in the Fallon bill, 
at an accelerated rate, then there is going to be a saving. What it is 
I do not know. 

The reason why I said what I did before is that the testimony before 
us was there would be a 4-cent saving per mile in operating costs on 
trucks on the Interstate Sy stem. Obv iously there is going to be some 
saving if the Fallon bill is eventually adopted by this committee. 

Mr. Fation. Are there any other questions ? 

Mr. Gentry. May I ask one or two questions? 

Mr. Fatton. Mr. Gentry. 

Mr. Gentry. Mr. Bresnahan, I was a little bit interested in the 
testimony regarding the percentage mn your trucks that would use 
the Interstate Sy stem. You know 15 percent of all the traffic in 
America today actually is using the roads on the Interstate System 
right now? And when the Interstate System is built to the standards 
that it will be built to, naturally that will go up considerably. But 
the big trucks of the country—the interstate trucks.and the heavy 
trucks that go from city to city—they go over the very routes that 
this Interstate System will comprise, do they not, to a great extent ? 

Mr. Bresnauan. Yes, that is true. 

Mr. Gentry. So it would be much more than average, since a great 
percentage of these big trucks only go on mainline routes. 

Mr. Bresnauan. I did not offer any testimony on that. 

Mr. Gentry. I know, but you were asked questions on that and 
assented to the tenor of the question as it was asked you. 

What percentage of these big trucks do you think will follow the 
Interstate System when it is constructed ? 

Mr. BresnaHan. I said I do not know, and I do not know now. 

Mr. Gentry. What would you estimate ? 

Mr. Bresnanan. I would hesitate even to make a guess. 
to answer this way 

Mr. Gentry. Let me ask you this question 

Mr. BresnauAn. Do you want the answer ? 

Mr. Gentry. On the question asked by the gentleman from Michi- 
gan, did you say in answer that your trucking people did not have 
any plan or had not had any plan to increase the sizes, lengths, heights, 
widths, and weights, in recent years? 

Mr. Bresnawan. As I recall the question. I was asked if we had 
any concerted plan, and I said “No.” Certainly there are spots here 
and there where the size and weight standards are substandard; and 

they are substantard in relationship to this AASHO code that would 
be applied under this bill. 

Mr. Gentry. Yes, but you are asking in many places that the 
AASHO recommendations be exceeded all the time; are you not ? 

Mr. Bresnanan. Where we believe it is justified. 

Mr. Gentry. And that iseverywhere ? 

Mr. Bresnanan. No: it is not everywhere. 
example on why, if I may. 

Mr. Gentry. All right. 

Mr. Bresnanan. The gross weight limits in the AASHO code 
adopted in 1946 are based on H-15 bridges. The Bureau of Public 
toads in their report on the highways specified that the bridges on 
this system would be H-20 bridges and cited comparisons indicating 
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such bridges would carry gross weights which are 140 percent of 
the gross weights provided in the 1946 AASHO code. We know that 
the AASHO itself now has under consideration substantial upward 
revisions of that code, even with regard to the H-15 bridges. Cer- 
tainly where the State eliminated those bridges and built bridges to 
carry heavier weights, it is certainly all right to seek the right to 
carry such weights. 

Mr. Gentry. All right. The AASHO code recommends that the 
roads of this country are not sufficient to carry over 60,000 pounds 
gross weight approximately. Is that not correct ? 

Mr. BresnNaHAN. No, sir. On a 60-foot unit with a 54-foot wheel 
base it is 72,000 pounds. 

Mr. Gentry. I ask you if you did not receive in Arizona a law to 
carry 76,000 pounds ¢ 

Mr. BresnaHan. That is true. 

Mr. Gentry. And that is since 1946; which exceeded what the 
AASHO says the roads can stand. 

Mr. BresNawaNn. True. This revised code which the AASHO is 
now considering would grant that. 

Mr. Gentry. Yes, but you asked for it in 1946. In Arkansas you 
got 74,000 after maintaining a lobby there for years. You did that, 
did you not ? 

Mr. BresnaHAN. I cannot answer that for sure. 

Mr. Gentry. And in California you got 76,800, and you have had 
an active lobby there for years. 

Mr. BresNAHAN. Let me point out that most of these instances are 
in the Western States, where you have a Western Association of 
State Highway Officials. 

Mr. Gentry. Yes. 

Mr. Bresnanan. Which does not necessarily agree wholeheartedly 
with the national recommendations adopted by AASHO to apply to 
all conditions all over the country. 

Mr. Gentry. The national recommendations of AASHO are agreed 
to by the national group. In Colorado you have 76,000. 

Mr. BresnauANn. That is another Western State. 

Mr. Gentry. In Idaho you have 76,800. 

Mr. Bresnauan. You have substantial uniformity in the Western 
States. 

Mr. Gentry. In Illinois you have 68,000, after maintaining a lobby 
there for years—in violation of all the recommendations of the States 
and the Federal Government. 

Mr. BresnaHAn. That is below the 72,000 pounds recommended ten 
years ago by AASHO. 

Mr. Gentry. In Montana you got 76,800. 

Mr. Bresnawan. Another Western State. 

Mr. Gentry. In Louisiana you got 82,000. That is no Western 
State. That isin violation of every recommendation. 

Mr. Bresnauan. 82,000? 

Mr. Gentry. Yes, sir. 

Mr. BresnaHAn. On what type of a vehicle? 

Mr. Gentry. On the type of unit you are talking about. 

In Michigan you got 76,000. 

Mr. BresNAHAN. I am not aware of that in Louisiana. 
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Mr. Gentry. In New Mexico you just recently got 86,400, after 
maintaining a lobby there month after month. 

Mr. BresnaHAn. I am at a disadvantage. I thought this was a 
heari ing on taxes, but as long as you have the record 

Mr. Gentry. This is a hearing on exactly what you are testifying 
about. 

Mr. Bresnauan. I thought this was a hearing on tax proposals and 
we tried to keep our statement brief. 

Would you be good enough to give us the limit in Kentucky ? 

Mr. Gentry. The limit in Kentucky is 42,000 pounds. 

Mr. Bresnawan. And I testified when we were here before that 
there are far more instances around this country where the weights and 
dimensions now applied by the States are below the standards recom- 
mended by the engineers of the AASHO code. 

Mr. Gentry. Nobody objected to you in Kentucky raising that. 
They can raiseit. There is no objection to it. 

Mr. Fatton. May the Chair make a suggestion at this point? The 
questioning for the past 5 minutes has been on another section of the 
bill, that is, the section on the limitation of weights. I think we have 
quite a lot of testimony on that and will have that to consider at a 
later date. If the members will try to confine their questions to the 
actual taxes, I think that would be best. 

Mr. Gentry. Allright. Ihave some questions on taxes. 

Mr. THompson. As ‘long as Louisiana was mentioned as having these 
very high weight authorizations, I might say for years Louisiana has 
gone to ‘H-23 on all bridges on the system. 

Mr. Bresnanan. And the Bureau of Public Roads said in its report 
their - idges would carry 100,000 pounds. 

Mr. Gentry. The bridges may, but what about the highways? 

Mr. BresNaHAN. They still have their axle load limit of 18, ,000 
pounds. 

Mr. Gentry. Is it not true, Mr. Bresnahan, that you have con- 
sistently maintained that the Federal Government should not levy 

any gasoline tax at all? ~_ maintained that just a few months ago 
and vou fought it each yea 

Mr. BresNAHAN. May I state our position ? 

Mr. Gentry. Yes, sir. 

Mr. BresNaHAN. Along with the manufacturers and the petroleum 
people and all of the other highway-user interests, for many years 
we have complained, and we believe with great justice, that it was 
unfair to single out motor-vehicle owners of ‘all types for these special 
excise and fuel-tax levies to perform the functions of government 
that are the responsibility of all the people; and to the extent that they 
were tied in indirectly, or in people’s minds, with the highway expendi- 
tures, we continually pointed out they greatly exceeded such 
expenditures. 

As I pointed out in my direct statement, up to now they have 
exceeded such expenditures by $10 billion. 

Mr. Gentry. But you did not want them to levy a cent on that? 
You did not want them to levy anything and you have fought it 
every year. 

Mr. Bresnanan. No class of motor-vehicle owner, or no allied 
industry wanted these taxes. 
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Mr. Gentry. Allright. But you are opposed to it. 

Mr. Bresnawan. We have changed—you asked me when we 
changed, and I would like to answer that if you will allow me. 

Mr. Gentry. Yes. 

Mr. Bresnawan. We have tried to be reasonable about this whole 
thing. When the hearings were held a couple of years ago on the 
new Federal-aid bill we came in and agreed that there should be some 
linkage, even if it were unofficial, between these tax payments, and 
we did revise our position. Not just a couple of months ago, but 
when the hearings were held 2 years ago on the McGregor bill. We 
agreed then to have them linked. 

Mr. Gentry. And you have consistently fought the excise tax. 

Mr. BresnaHan. The same answer applies to all of these taxes. 

Mr. Gentry. In other words, you have fought every tax ? 

Mr. Bresnanan. No, sir. We are the only group that has come in 
here in these hearings and expressed any willingness to pay any 
additional taxes. 

Mr. Gentry. But I mean, you have fought the gasoline and excise 
tax. Any tax you have paid up to recently, you have opposed in any 
hearing that has ever been held. 

Mr. BresNanan, Up until 2 years ago when they were going to 
increase the Federal aid. 

Mr. Gentry. Sure. Even at the time when a man was paying a 
20-percent tax on bus fares or a 20-percent tax on a telephone call. 

Mr. BresNaHAN. The bus tax did not go into effect until the war, 
and a similar tax applies on the transportation of freight. 

Mr. Gentry. There has been an excise tax on electric light uses, 
but you opposed a tax against the trucks. 

Mr. Harrison. Mr. Chairman, may I ask the witness a question? 

Mr. Fation. Mr. Harrison. 

Mr. Harrison. Does the American Trucking Association favor this 
legislation? Not entirely, but do you think the Federal Government 
should go into this field of highway construction to the extent con- 
templated in this bill? 

Mr. Bresnauan. We believe they should. 

Mr. Harrison. You do. Faced with a choice between a bill with 
this revenue form and no bill at all, what is your recommendation ? 

Mr. BresnaHan. I would not like to give a yes or no answer to 
that. 

Mr. Harrison. We have to vote yes or no. 

Mr. Bresnanan. I understand, but let me state the position. We 
believe there should be a highway program. We have expressed our 
willingness to pay a fair share of any tax increases that are found 
necessary to construct these highways; but at these prices, it is too 
high. 

Mr. Harrison. Then you are opposing the bill with these tax fea- 
tures in it? 

Mr. BresNAaHAN. Yes, sir. 

Mr. Boces. Did you answer the other part of the question? If 
you cannot get any bill other than this are you still opposed to this 
bill? You would rather have no legislation ? 

Mr. Harrison. That is what I understood him to say. 
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Mr. BresnNaHAn. At these prices. We are still willing to pay our 
fair share of the support increases if they are found necessary. 

Mr. Boses. I did not get your recommendation. Your “fair share.” 
Is that a 1-cent increase across the board to everybody ? 

Mr. BresnaHan. That would be one way. 

Mr. Boces. What is the other way ? 

Mr. Bresnauan. Any of these taxes that are increased on a_level 
basis, where one small group was not singled out, as in the case of a 
diesel fuel tax and the tire tax. 

We have specifically said we are willing to go along with an increase 
in the fuel tax. Beyond that it is almost impossible to answer. 

Mr. Boces. Do you recommend an increase in the corporate income 
taxes ¢ 

Mr. BresnanHan. No. 

Mr. Boges. Individual income taxes? 

Mr. BresnaHAn. No. We are speaking here of the highway-user 
taxes. 

Mr. Boaes. You have no recommendation, though, except the 1 cent 
increase in gasoline taxes ? 

Mr. Bresnanan. And if that will not do it, and they have to be in- 
creased beyond that—level increases. 

Mr. Harrison. What do you mean by “level increases ¢” 

Mr. BresnauAn. Level increases in the fuel tax, or moderate level 
increases in some of these other taxes. 

Mr. Harrison. The $12 billion this bill raises is not moderate. 

Mr. Bresnanan. No, but I think you should explore this. The 
stiffer increases provided by this diesel and tire tax on this small group 
of vehicles from a dollar volume standpoint can be accomplished by 
very moderate increases across the board. 

Mr. Boaes. When you say “across the board” you mean everybody, 
whether they use highways commercially or not. Is that correct ? 

Mr. Bresnanan. I am speaking primarily of the highway-user 
taxes as reflected by the excise and fuel taxes. 

Mr. Boces. You mean somebody going out for a drive on Sunday 
afternoons should pay the same taxes as the big trucking corporations ? 

Mr. BresNAHAN. Only at the same rate. As I pointed out the effect 
is much different. 

Mr. Becker. In view of the quorum call, are we going to recess ? 

Mr. Fation. We will continue until we hear the second bell and then 
we will adjourn until 2 p. m., at which time we will meet in the Ways 
and Means Committee room. 

Mr. Becker. Have we been excused ? 

Mr. Fatton. We have permission to meet this afternoon. Are there 
any other questions ? 

Mr. Harrison. One cent additional gasoline tax will raise $9,298 
million. That is 21% billion less than the total needed. Where would 
you recommend we get that $214 billion ¢ 

Mr. BresNAHAn. By level increases; and, beyond that, in the case of 
a fuel tax, on other excise taxes. 

Mr. Harrison. I do not know what you mean by that. 

Mr. Bresnauan. For example, if the tire tax were 5 cents a pound 
on all the tires you would get a lot more money without penalizing one 
small group. You have your excise taxes. 
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Mr. Harrison. You would favor the bill if the tax features of it were 
so altered even though it raised the same amount of money ? 

Mr. Bresnanan. We would favor the bill if it raised the same 
amount of money but did not single out this one group for these taxes 
which we think are punitive. 

Mr. Fation. Mr. Schwengel. 

Mr. Scuwence.. A while ago you said you wanted to dispute the 
4-cents-a-mile savings which we have in the testimony which, until 
now, has not been refuted. 

Mr. Bresnawan. I said I was not aware of it. 

Mr. Scuwencet. Do you have figures available that you can give 
us which will indicate to us what you admit will be saved on this inter- 
state system by the truckers? Can you give us that at a later time? I 
do not mean now, but do you have figures available that can give us 
some idea of the amount of money you admit will be saved? 

Mr. BresnaHan. We will try, but Mr. Schwengel we are amazed at 
some of the figures that have been tossed around, and wonder how they 
are arrived at. We have questioned some of the people, and apparently 
they were grabbed out of a hat. 

Mr. Scuwencet. I am not asking you for the figures now but asking 
you for the figures that you can give us in the next day or so which 
we can put in the record, so that we can have your statement based 
upon some study and your figures showing the amount of money that 
will be saved by your industry in the use of the Interstate System ? 

Mr. Bresnauan. Of course, I will check with our research people to 
see if that is possible, but one final shot at that point. With the mag- 
nitude of taxes indicated by this present program there will be a great 
many truck operators who will not be around to realize any savings by 
the time this system is built. 

Mr. Scuwencet. I am not asking you for that. 

Mr. BresNAHAN. I understand. 

Mr. Scuwence.. I am asking if there will be savings and how much, 
from your own figures, which you must have available. You have a 
fine organization. 

Mr. BresnaHAN. We will endeavor to do that. 

Mr. Scuwence.. As one member of the committee I would like to 
have those figures. 

Mr. Fation. Mr. Clark. 

Mr. Cruark. Mr. Chairman. One of the figures tossed around that 
I was very much interested in is this—and I think you can answer the 
question: How much mileage do you get on the trucks with a 9.20 
tire? The figures we have heard tossed around are that on a truck 
tire you can get 200,000 miles. It seemed to me to be a pretty high 
mileage. 

Mr. Bresnawan. If that is true there are several recappings in- 
volved and, of course, this would tax the recapping too. 

Mr. CuarK. That is all. 

Mr. Faron. Mr. Bush. 

Mr. Busu. Mr. Bresnahan, what was the increase in taxes per unit 
that you gave in your statement? I missed that. Over and above 
what it is now. 

Mr. Bresnanan. Yes, sir. In the case of 4-axles, gasoline-powered 
unit, that would be $591. 








































1120 NATIONAL HIGHWAY PROGRAM 


Mr. Busnu. $591. You say you get approximately 40,000 miles per 
year in operation. That is the average travel of your trucks. 

Mr. BresnawAN. For this year. Yes. 

Mr. Bus. Suppose you get a 2 cents a mile saving; that will cut 
the 4 cents to 2 cents. 

Mr. Faxon. Mr. Bush, we have only a few minutes to answer the 
quorum call. Will you shorten your questions, please ? 

Br. Busu. I will. I want to get this question in, though. You 
will still be making a saving on that particular increase in your tax, 
would you not? 

Mr. BresNaHAN. Have you figured it out? I have not figured 
it out. 

Mr. Busu. Well, if you made 2 cents a mile saving it would be 
$800. 

Mr. BresNaHAN. Yes. 

Mr. Busu. You would invest $591 to make that additional profit, 
would you not? 

Mr. Bresnawan. If those savings would materialize. 

Mr. Busu. I am saying, “if.” 

Mr. Bresnawan. And if the operators were still there when the 
highways were built, that might be another matter. 

Mr. Busn. I think it would be very interesting to get the answer 
to Mr. Schwengel’s question as to what your estimate would be. 

Mr. Bresnanan. We will try, because we are convinced there have 
been some pretty wild guesses floating around up to this time. 

Mr. Busnu. That is my own opinion, that there has been, and I 
would like to get some accurate figures. 

Mr. Fation. Mr. Bresnahan. Have you figures on the trials or 
experiments made on the New York Freeway as compared with going 
over a free roadway ¢ 

Mr. Bresnanan. I have not, Mr. Fallon, but the Research Depart- 
ment may be able to come up with it. 

Mr. Faxon. Can we have those figures made available to this 
committee ¢ 

Mr. BresNAHAN. Could you? 

Mr. Fatiton. Do you know the test I am speaking of? 

Mr. BresnaHan. No. Frankly, I do not, but I will check with 
our Peaeere people and see if they do have them. 

Mr. Fation. Thank you very much. The committee will stand 
adjourned until 2 p. m. 

(Whereupon, at 12:20 p. m. the committee adjourned until 2 p. m. 
of the same day, in the Ways and Means Committee room.) 


AFTERNOON SESSION 


Mr. Fatiton. Gentlemen, could we get the meeting to come to order ? 

For the benefit of you who were not here this morning, the hearing 
started this morning and will continue probably until everybody is 
heard. Weare trying to limit the hearings due to the element of time. 

We heard this morning a representative of the American Truckers 
Association. 

The first witness this afternoon will be Mr. Triggs of the American 
Farm Bureau Federation. 
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Mr. Triggs, would you give your full name and title to the reporter, 
please ? 


STATEMENT OF MATT TRIGGS, ASSISTANT LEGISLATIVE DIRECTOR, 
AMERICAN FARM BUREAU FEDERATION 


Mr. Trices. Thank you, Mr. Chairman and members of the com- 
mittee. My name is Matt Triggs. I am assistant legislative director 
of the American Farm Bureau Federation. 

The board of directors of the American Farm Bureau Federation 
was in session during the last days of June, at the time the thinking 
of some members of the House Public Works Committee with respect 
to the financing of the proposed expanded highway construction pro- 
gram had been reported in the press. I therefore had the opportunity 
of hearing the situation discussed by our board of directors. My 
statement is based on this discussion as well as the policies of the 
federation as approved at our last annual meeting. 

Since we already have had the opportunity of presenting the views 
of the American Farm Bureau Federation with respect to the pro- 
posed increase in Federal expenditures for highways, and since the 
scope of this hearing is limited to the financing of the program, this 
is not the time to restate such recommendations. I would, however, 
like to recall to the members of the committee that the American Farm 
Bureau has testified in opposition to increasing Federal appropria- 
tions for highway construction for reasons heretofore presented. 

Now that the special subcommittee has announced proposed ways 
and means of financing the increased expenditures, I must report to 
you that such announcement has firmed the conviction of the people 
I have the honor to represent that there should be no expansion in 
Federal highway financing. We welcome the opportunity of explain- 
ing to the committee the reasons why we are opposed to the proposed 
financing measures. 

The fact that farm incomes have been declining is well known to 
you. It may not be so well known that this is primarily due to increas- 
ing costs rather than declining gross income. This is shown in the 
following figures from official USDA sources : 

[Billions of dollars] 


Gross farm Produc- Net farm 











Grossfarm; Produc- Net farm 
Year income | tion costs income || Year | income | tion costs | income 
34.0 17.2 16.8 || 1951-...-.----| 36.9 | 22.4 14. 5 
34.5 18.9 15.6 | 1952___- 36.8 | 23.2 | 13. 6 
31.8 18. 2 1856 1):2008......_..- 35.4 | 22. 2 | 13.3 
32.1 19.7 12.4 | tic cmediesinees 34.0 | 21.5 12.5 


| 
| 








You will notice that gross farm income is maintaining a consider- 
able degree of stability, that production costs have been rising very 
fast since 1947, resulting in a corresponding decline in net farm 
income. 

It will be noted that although gross farm income in 1954 was exactly 
the same as in 1947, production expenses had increased $4.3 billion, 
resulting in a $4.3 billion reduction in net farm income. 
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The costs of marketing farm products also have increased rapidly 
since 1947, as shown in the following table: 
Cost of marketing 


farm food products 
(billion dollars) 


SOT sian xeste'tstthavenegerteod pepe calle tneadeaaaenet coegariaenietamag leet eiamap hanna ated 18. 4 
I carci tr arm ess ss = cence sti dnt csi iocsgah aien ne nciip alien acini eacatinlaihines 19.7 
I a sine aesthetic coetinene eka ain ; 

sii ieesanocnentiiaciantenans late ceil aoe). 20. 9 
FI anise hincris Snorabehcineetecptacesien sansa adic tidied dat) an Sel ce 22. 7 
I icelandic ta ee tla aa a acer hn ls hence dentin allen 23. 6 
nT iceecocarisiedaiciebac tnbiterectdiiahtieenaetaemneheneanb medameneiteensintadaitiicnmeinidimiansimiemaihedainaddone 24.5 
REE EEN. EI ER A Re Ba a LS Ae (*) 


1 Not available. 


The table shows an increase in the cost of marketing farm food 
roducts from 18.4 billions in 1947 to 24.5 billions in 1953, the latest 
gure I was able to get. 

Farmers naturally have an interest in these marketing costs because 

either directly or indirectly most of them are paid by farmers. 

All of the proposed increases in excise taxes announced as the basis 
for this hearing have a relatively heavy impact upon farm produc- 
tion costs and farm product distribution costs. Farmers are heavy 
purchasers of every item included in the list, either directly or in- 
directly. Even in instances such as the proposed increase in the tax 
on heavy truck tires, the people who ultimately pay the tax are the 
shippers, including farmers. 

The increased tax burden therefore will fall heavily upon farmers 


and ranchers. It will further reduce net farm income. It will further 


increase the cost of marketing farm products. 

The proposed increase in the Federal gasoline tax places a partic- 
ularly discriminatory and inequitable tax burden on farmers. Un- 
der no theory of taxation can the continued taxation of gasoline used 
on farms, or the proposed increase in taxation of farm-used gasoline,, 
be justified. 

Agriculture is the only industry on which is imposed a major tax 
upon a raw material or production supply. 

The steel industry does not pay a tax on coal, or iron ore, or lime- 
stone. 

The construction industry does not pay a tax upon lumber or con- 
crete or bricks. 

The aluminum industry does not pay a tax on bauxite or electric 
power. 

But agriculture does pay a tax on one of its major production sup- 
plies, gasoline. Agriculture is also unique in that it is much less able 
to pass on this tax burden to consumers than would be true so far as 
most industries are concerned. 

In recent years farmers have paid an annual tax of about $60 mil- 
lion a year on a production supply, a tax that is borne by no other in- 
dustry, a tax that has no relationship whatsoever to the use of high- 
ways. 

It is now proposed to increase this to $90 million a year. 

The Federal gasoline tax is even discriminatory as between farmers. 
Many larger farmers have changed to tractors that use diesel, butane, 
or other special fuels. But the equipment required to use these fuels 
efficiently is relatively expensive. Few small or medium-sized farm- 
ers can afford the purchase of this equipment. 


| 
| 
| 
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It is our conviction that to continue or to increase the tax on farm- 


used gasoline is inequitable and discriminatory. 


The opportunity of presenting the views of the American Farm 
Bureau Federation to the committee is appreciated. 

Mr. Fatton. Thank you very much. ; 

Any questions from the gentlemen on my right? 

Mr. Siru. Mr. Triggs, it has been suggested here that the plan 
of taxation that has been presented is designed to raise the revenue 
to pay for this Interstate Highway System from the users of that sys- 
tem. Would the increase in the gasoline taxes imposed here be col- 
lected from the users of the Interstate Highway System ? 

Mr. Trias. Well, they would be collected from all consumers of 
gasoline, and these consumers have a varying use of the Interstate 
Highway System. 

Mr. Smirn. Of course it will be collected from the people on the 
Interstate Highway System, but would it be entirely collected from 
people using the interstate highways? 

Mr. Triaes. I do not believe so, sir. I believe a very substantial 

ortion of it would come from people who rarely use the Interstate 
Highway System. 

Mr. Smiru. Your testimony before our committee has been that 
at the present time only 14 percent of the traffic of the country uses 
interstate highway systems, and I presume that that 14 percent means 
that 14 percent of the revenue in gasoline as far as the Federal rev- 
enue is concerned is collected today on the Interstate System. You 
make the estimate that a good part of the highway revenue today 
comes from farmers not even on any type of highways, and you make 
the estimate that it is $60 million. 

Mr. Triaes. Yes. We estimate that there are 3 billion gallons of 
gaol used on farms, not used on the highways at all but used on 

arms for the production of farm products. 

Mr. Smiru. Three million ? 

Mr. Triees. Billion, sir. 

Mr. Smiru. Billion. If the past history is any indication, that 
will be increased, will it not ? 

Mr. Triaes. Yes, sir. Gasoline consumption on farms is increasing 
at a rather rapid rate. 

Mr. Smiru. The proposal has been made that if there is an increase 
in gasoline tax that some plan be worked out of a refund or an exemp- 
tion for the nonhighway use on 1 cent and not on 3 cents. Is there 
any equity in giving a refund on 1 cent and not giving it on 3 cents? 

Mr. Trices. We think the entire 3 cents should be refunded. J 
would think that a 1-cent refund—which as I understand the authority 
of this committee may be the best they can do; I don’t know—would 
be in the right direction. 

Mr. Smiru. Let me get that point. By what authority could the 
committee give a refund only on 1 cent ? 

Mr. Trices. I may be misinformed. I had assumed that certain 
authority had been waived by the Ways and Means Committee to this 
committee to consider increases in taxes. 

Mr. Smiru. No authority waived. In fact, according to the juris- 
diction, we could even rewrite the Internal Revenue Code and put it 
in this bill, as long as we said the money applied to highways. 
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In fact, one of the proposals or one of the points that we will have 
to act on is to make permanent, or at least for 14 more years, the pres- 
ent temporary 14-cent increase. I presume a certain part will have 
to be carried over to the amended bill if the recommendations of the 
majority members, not the majority party members but the members 
of the subcommittee, are carried out. We will have to make that 14 
cent permanent. So certainly you do not presume that we could not 
do what we wanted to do with all the gas tax. 


Mr. Triees. Oh, I do not presume anything in this connection, Mr. 
Smith. 

Mr. Smirn. Can I summarize on that point? Is it your feeling that 
farmers that your organization represents feel that they are entitled 
to a refund or an exemption, however it is handled, on the gasoline 
tax that they pay on gasoline not used on the highways? 

Mr. Triees. Correct, sir. 

Mr. Fation. Mr. Harrison ? 

Mr. Harrison. Mr. Triggs, does the Farm Bureau recommend this 
legislation? Not from the question of revenue now, but do you rec- 
ommend that the Federal Government enter into the field of highway 

construction to the extent contemplated by this bill ? 

Mr. Trices. No, sir. In our previous testimony to this committee 
we opposed any expansion of Federal financing of highway con- 
struction. 

Mr. Harrison. Now, in the event that the Federal Government does 
go into the field, do you think that it should be financed out of taxa- 
tion or out of debts ? 

Mr. Trices. Well, I will say our folks are very concerned with re- 
spect to deficit financing. I cannot answer your question, because, 
although this point has been discussed by our board of directors, they 
are unable and unwilling to separate the various aspects of the 
problem. 

They feel that there should be no increase in Federal expenditures 
for highway construction and, therefore, there should be no tax in- 
creases to bear the load, and they have not separated this considera- 
tion. 

Mr. Harrison. In the event that a motion is made to strike out of 
this bill the tax features of it, what is your recommendation ? 

Mr. Trices. That the bill be killed. 

Mr. Harrison. But that is not my question. In the event that a 
motion is made to strike out of the bill the tax features, how do you 
recommend ? 

Mr. Triecs. We recommend that you approve the motion. 

Mr. Harrison. Strike out the tax features? 

Mr. Triaes. Yes, sir. 

Mr. Harrison. In other words, the Farm Bureau prefers to build the 
highways without provision for revenue financing? You would rather 
have it go that way than have the revenue in it? 

Mr. Trices. Well, it is not a question of either or which, sir. We 
are opposed to the whole bill and to all parts of it. 

Mr. Harrison. Suppose you were faced with a choice of having 
the bill go through without revenue or with revenue; what is your 
recommendation ? 

Mr. Triees. I know the question you are asking me, and I am not 
giving you a good answer, and the reason I am not giving you a good 
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answer is that our folks have looked at the whole ball of wax and 
they have not separated the issue as you are trying to get me to testify, 
and I just cannot do it. 

Mr. Harrison. I am trying to get you to because that question will 
probably come before us, and I would like to have the recommendation 
of the Farm Bureau on it. 

Mr. Triccs. Well, I appreciate that, sir, but we cannot testify on 
the basis of an “if” proposition because we are just opposed to the 
whole bill. 

Mr. Harrison. It is not an “if” proposition. 

Mr. Fation. Mr. Triggs, do you have the figures on how much of 
your farm products reach the markets over the highw: ays as compared 
to those that reach the markets over the railroads? 

Mr. Trices. No; I do not know that such figures exist. Of course, 
all farm products go oe of the way over the highways on both ends. 

Mr. Fation. We have figures, and I just wanted to see if your or- 
ganization compiled those figures along with the rest of the figures 
that you have. 

Mr. Trices. No; I do not know of such figures. 

Mr. Fation. We have figures that 75 percent of all farm products 
find their way to the markets over the highways. Would you say that 
is about correct ¢ 

Mr. Triacs. Well, I had thought—— 

Mr. Fatiton. Would you say it was higher? 

Mr. Trices. It seems to me it was a little high. I supposed it would 
be about 50 percent, because there is still a very heavy movement of 
farm products by rail. 

Mr. Fation. Well, the Department of Commerce figures 1 think 
are a little higher than 75 percent. 

Mr. Trices. Undoubtedly well-founded then. 

Mr. Macurowicz. Am I correct that you stated that your organiza- 
tion is opposed to the expanding of the road program regardless of 
how it is to be financed ? 

Mr. Trices. It is opposed to an expansion in Federal financing of 
the highway program. Our position 1s that State governments should 
continue to play the primary and dominant role that they have played 
in highway construction and that they are better able to do so finan- 
cially and in every other way. 

Mr. Macurowicz. Well, may I rephrase it? You are opposed to 
an expansion of the fF ‘ederal participation in the national road 
program ? 

Mr. Triees. Correct, sir. 

Mr. Macurowicz. Regardless of how it is financed? 

Mr. Trices. Correct, sir. 

Mr. Macurowicz. And you are not here to submit any alternative 
proposal for financing if this proposal is not accepted ? 

Mr. Trices. You stated it better than I stated it in answer to the 
previous questions. 

Mr. Jones. Mr. Triggs, in the event that the schedule of taxes is 
adopted, would it be the opinion of the American Farm Bureau that 
there should be exemption for off-the-highway use? 

Mr. Triges. Yes, sir. 

Mr. Jones. Thank you. 
63235—55—pt. 2——-3 
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Mr. Fatton. Questions on my left? 

Mr. Scupper. Mr. Triggs, would the Farm Bureau favor the pro- 
posal of the Clay plan? 

Mr. Triaes. No, sir. We opposed that one too. 

Mr. Scupprer. Would there be any disposition on the part of the 
Farm Bureau to accede to the program if we should allocate to the 
country roads, the farm-to-market roads, the amount of money that 
is contributed now by on-the-farm use of gasoline if it were taken 
uway from the primary, secondary, and interstate systems / 

Mr. Trices. I do not think that would ch: ange our viewpoint at all, 
Congressman Scudder. We are ready and willing to bear our fair 
share of the cost of roads and highways based upon the use of roads 
and highways, but we do not feel that gasoline which is used on the 
farm has any relationship whatsoever to roads or highways. It is a 
production supply. It is a source of power on the farm. We do not 
believe it should be taxed. 

Mr. Scupper. Well, it is recognized by the Farm Bureau, is it not, 
that you do need better farm-to-market roads ? 

Mr. Trices. Yes, sir. 

Mr. Scupper. Would you have any suggestions for how the money 
should be raised to build that type of road ? 

Mr. Trices. Well, we have supported in many States—I am not 
going to say in all States, but we have supported in many States— 
State highway programs that have involved a material expansion in 
construction and maintenance of highways. This is the way we think 
it should be done. 

Mr. Scupper. That is all. 

Mr. Grorce. No questions, Mr. Chairman. 

Mr. Fation. Mr. Becker? 

Mr. Brecker. Do I understand then that it is your position, that it 
is the Farm Bureau’s position, that only highway users pay gasoline 
taxes and not off-the-road users? Is that the sum and substance? 

Mr. Trices. That is correct, sir. 

Mr. Brecker. In other words, no matter how highways are built, 
they should not be built with any taxes or revenues collected from the 
farm use of gasoline but only from those people who use the highways, 
whether it is farm-to-market, urban, secondary, primary or interstate? 

Mr. Trices. That is correct; you have stated it very concisely. 

Mr. Scuerer. Following up what Mr. Becker asked you, along with 
your statement, Mr. Triggs, where you said that the Farm Bureau or 
the farmers were willing to bear the fair share of the cost of highways, 
do you know that there are a million miles of roads in this ‘country 
over which travel 100 or less automobiles a day? That is the testi- 
mony before this committee. 

Mr. Triaes. Well, I will accept your statement, sir. 

Mr. Scuerer. And that those roads are built solely to serve the 
farmers of this country? Now, do you think that the gasoline tax 
that is paid on gasoline used on those highways pays for those high- 
ways and the maintenance and care of those highways? 

Mr. Trices. I would doubt it, sir, because there are substantial addi- 
tional road taxes that are collected in most counties and other local 
governmental bodies for the support of the local road program. 
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Mr. Scuerer. Well, they are collected in all other communities too 
from the primary and secondary systems, are they not ‘ 

Mr. Triges. Yes. 

Mr. Scuerer. But is it not obvious to you that those roads over 
which travel 100 or less cars a day are not supported in the same 
degree by the user tax as are the other roads ¢ 

Mr. Trices. Well, I do not know. You are asking a very compli- 
cated question, and | suspect the answer would be different in different 
areas of the United States. 

Mr. Scuerer. It would vary a little bit, but it seems obvious to me 
that those million miles which serve the farmers of this country alone 
are not being supported proportionately and at least that seems to be 
the t testimony before this committee—that they are not being sup 
ported proportionately out of the gas and excise taxes that are applied 
to automobiles using those million miles. 

So I am not too sympathetic with the farmer's position, in view 
of what I have said, that he has to pay a tax on the gasoline that he 
uses on the farm. It just equalizes the situation a little bit. 

Mr. Triees. Well, I think you raise a very important point, one os ut 
I have not developed at all in our statement or thought about as far 
that is concerned very much. 

Mr. Scuerer. I think the Farm Bureau has overlooked that. 

Mr. Trices. But I think there are experts on this committee who 
have had experience in the allocation of highway revenues that could 
probably answer your question. Certainly there are these million 
miles of country roads that are relatively cheap roads to construct. 
In addition to that, taxes are collected from the local people in the 
area to construct them and maintain them. They get some allocation 
of revenues from the State highway departments, part of which de- 
rive from Federal sources and part from the State gasoline tax. But 
to assume that they do not pay their fair share, their proportionate 
share, goes far beyond any knowledge that we have. We just feel that 
this is not correct. 

Mr. Scuerer. Well, then, just before I yield, 1 would want to make 
this observation in view of the question that my colleague, Mr. Smith, 
asked, namely, that the new Fallon bill which carries the revenue pro- 
visions not carried by the Clay bill does provide for an accelerated 
program for the primary, secondary, and farm-to-market roads and 
does not propose only to finance the Interstate System. 

Mr. Triees. I appreciate that, sir. 

Mr. WirHrow. No questions. 

Mr. Batpwin. No questions. 

Mr. Scuwence.. Mr. Triggs, pressing a little further on this matter 
of the highway system, it would be true though, in spite of your testi- 
mony, that the farmers would be benefited economic ally by improving 
their methods of distribution if we did have the Interstate Highway 
System / 

Mr. Triccs. No question of this. We do not figure the benefit 
would be proportionate to the additional tax that we would have to 
pay. But, of course, there would be a benefit. 

Mr. Scuwence.. Now, to go a little further on this matter of the 
farmer carrying his share, I have always personally resented that 
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observation, because in my State—I think this is true, and I want you 
to answer if it is—in many instances the farmers marketing coopera- 
tively put money in and improved the roads on their own. We have 
hundreds of miles in Iowa. Is that true across the Nation? 

Mr. Trices. I am sure it used to be true to a very substantial extent. 
I believe it isn’t as true now as it was formerly, but I believe there is 
still some of that practice. 

Mr. ScHwENGEL. One other point, and that is this: The farmer’s 
relationship to the whole economy. Is it not true that the farmer will 
dollarwise per capita buy more goods that we produce in this country 
than the average American does ¢ 

Mr. Trices. Well, he buys not only consumer goods as everybody 
does but, of course, he is also a producer and buys fertilizer, farm ma- 
chinery, gasoline, and other things. So his total purchases are rela- 
tively high per capita. 

Mr. ScuwencGeL. Much higher than the average ? 

Mr. Trices. Yes, sir. 

Mr. Tuomrson. Mr. Triggs, do you consider that this proposed new 
highway system will be of great importance to national defense ? 

Mr. Trices. I am sure it has some relationship to national de- 
fense, yes, sir. 

Mr. Tuompson. And do you believe financing of this system ought 
to come out of the sources of funds from which regular national de- 
fense appropriations are made ? 

Mr. Trices. I think this is a reasonable assumption. We do not 
have policy on this particular point. 

Mr. Fation. Mr. Gentry ? 

Mr. Gentry. Mr. Triggs, I take it for granted you are pretty well 
conversant with the character of highways on the interstate system 
and the traffic they carry or would carry? 

Mr. Trices. Not asa technician, no. 

Mr. Gentry. But you have general knowledge of it ? 

Mr. Triacs. Yes. 

Mr. Gentry. Do you actually believe those roads need to be re- 
constructed ? 

Mr. Trices. Yes, I believe that there is need for a tremendous im- 
provement in our highway system. 

Mr. Gentry. Do you favor that being done by some agency of 
government ? 

Mr. Triccs. We favor it being done by the States with the Federal 
participation at the present level. 

Mr. Gentry. Now, if you become convinced that the States, by 

reason of their financial setup and the question of levying sufficient 
tax to do it, never would actually do it—a few might, but most of 
them would not to the extent we are talking about here—how would 
you feel about this problem then ? 
’ Mr. Triacs. Well, it would be awfully hard to convince me that 
they would not, Congressman. Certainly the States are in far better 
shape financially to do so than the Federal Government. The total 
indebtedness of the 48 States—— 

Mr. Gentry. Yes, I know, but the States are still calling on the Fed- 
eral Government for schools and everything else, you know. 

Mr. Triaes. Yes; and I think they are wrong. 
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Mr. Scuerer. And price supports. 

Mr. Triees. I think this is partly wrong too. 

Mr. Gentry. Let me add this, which bears out what Mr. Scherer 
was saying. A farm road, a country road, Mr. Triggs, that carries 
250 cars or less has to be subsidized by the balance of the roads that 
carry a lot of traffic. Most of the farm roads in this country do not 
pay for themselves. 

Mr. Triees. Of course, they are not used only by farmers either. 

Mr. Gentry. I am talking about the traffic over them not being 
sufficient to pay for the roads. Not nearly sufficient. 

Mr. Triees. But the point I am making is this is not necessarily 
entirely for the benefit of farmers. I do a good deal of driving in 
country areas, and I notice that a very large percentage of the cars 
using those roads are people that travel around from city areas. 

Mr. Gentry. But you understand, of course, that if the Federal 
Government should undertake this burden and this obligation that 
the money that the States do not have to spend on these roads could 
then be spent on the rest of the system, which would include the farm 
roads? You understand that? , 

Mr. Triaes. Yes. 

Mr. Gentry. That would naturally follow. 

That is all. 

Mr. Fatton. Mr. Bush? 

Mr. Busu. Mr. Triggs, do you have accurate information as to what 
the yearly consumption is of the average farmer of gasoline ? 

Mr. Triees. Not accurate consumption reduced to a per capita basis, 
no. The total is very close to 3 billion gallons. 

Mr. Busu. I mean in gallons. 

Mr. Triees. Three billion gallons a year. If you were to divide that 
by 5 million farmers, what would you get? Well, my arithmetic is 
not good, but I see Congressman Gentry has got it all figured out. 

Mr. Gentry. I do not know whether it is 60 million or 600 million. 
I think it is 60 million. 

Mr. Trices. 600 on an average farm. 

Mr. Busn. The thing I am trying to get on the record here is how 
much gasoline does the average farmer use. 

Mr. Trices. 600 gallons somebody figured out. 

Mr. Busu. Now, how much would it cost at 1 cent per gallon ? 

Mr. Trices. That would be $6 at 1 centa gallon. 

Mr. Busu. $6 per year? 

Mr. Trices. Yes. Now, let me make this comment. Averages in 
agriculture mean very little. There are about a million and a half or 
two million farmers who produce the major portion of the commercial 

production of agriculture, and obviously the rate on these farmers 
would be much higher. 

Mr. Busu. But it does show when you get this reduced down to an 
individual that it does not amount to too much, does it not? I mean 
for an individual farmer ? 

Mr. Trices. Yet $90 million divided by—— 

Mr. Busu. When you talk about $90 million you are collecting from 
everybody and they are paying the bill. But when you reduce it down 
to each individual, then you do not have too much for each individual 
topay. It that not right? 
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Mr. Tricés. Well, that is correct. That is true of most taxes, of 
course. 

Mr. Busu. That applies to most everything we do in America. 

Mr. Trices. That is right. It still does not change the fact it may be 
a very inequitable tax situation. : 

Mr. Buss. That is all, Mr. Chairman. 

Mr. Fation. Mr. Clark? 

Mr. Crark. No. 

Mr. Fatton. Mr. Hull? 

Mr. Hutt. No. 

Mr. Fauiton. Mr. Wright? 

Mr. Wricur. Mr. Triggs, this bill calls for our appropriating over 
the next 14 years and spending in a 12-year period $24 billion on the 
Interstate Highway System, which comprises roughly 2 percent of the 
highway mileage of the country. It is estimated to carry approxi- 
mately one-seventh of the traffic of the country. 

Now, obviously, if we are going to spend that much money over the 
next 12 or 14 years on building this Interstate System of superboule- 
vards, we are going to have to raise the money somewhere ? 

Mr. Trices. That is right. 

Mr. Wricur. If I understand your position, it is simply that you 
do not feel we need to spend that much money at the Federal level on 
completing these roads in the next 12 or 14 years? 

Mr. Trices. At the Federal level; yes, sir. 

Mr. Wricur. You feel further, if I understand your testimony, that 
the theory originally of the road-user tax was that the fellow who 
wears out the roads ought to pay for keeping them up? 

Mr. Triaes. Yes, sir. 

Mr. Wricur. Sound in theory, but that the farmer now pays a dis- 
proportionate share of the cost of upkeep of the roads, more propor- 
tionately than he uses the roads and wears them out ? 

Mr. Triees. Yes, sir. 

Mr. Wricur. And you feel that the passage of this legislation 
appropriating $24 billion additional for interstate superhighway 
systems would further intensify that disproportionate share that the 
farmer pays? 

Mr. Triees. You stated it very clearly, sir. 

Mr. Wrieut. That is all, Mr. Chairman. 

Mr. Fation. Mr. Alger? 

Mr. Aucer. Mr. Triggs, I have your earlier testimony in front of 
me which I enjoyed very much. And since you are one of the few 
men who has appeared before this committee previously and expressed 
some confidence in the States helping in the job, I want to ask you 
one or two things in that regard. 


Now, you are for highways? 

Mr. Triees. Yes. 

Mr. Aucer. And you are against the Clay plan. You are for pay- 
as-you-go, but you are against this proposal ? 

Mr. Triaes. Yes. 

Mr. Acer. Are you familiar in principle or in detail with the Byrd 
plan that was suggested much earlier ? 

Mr. Tries. Reasonably so. We think very highly of it. 
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Mr. Acer. I will recapitulate it so there is no doubt in your mind. 
As I recall, Senator Byrd suggested that the Federal gas tax be given 
back to the States—— 

Mr. Triaes. Yes, sir. 

Mr. Acer. And that then a small tax would be reimposed at Fed- 
eral level which could be used in cooperating along with the tax on 
lubricating oil to help the States. Do you think the States would 
build the roads necessary on that plan ? 

Mr. Trices. I think they would, sir. And let me state a few of 
the reasons why I think so. The trend of State appropriations for 
highway construction has been very steeply upward, increasing at 
the rate of 10 or 15 percent a year. This is compounded of many 
factors—of increased use of endéliaae, of increased rate of taxation, 
increases in other kinds of taxes. In addition, in 1955, 14 additional 
States increased their State gasoline tax. This is an evidence of the 
pretty substantial number of States that have decided to increase 
their responsibility for the highway program. 

I am just confident that if the Federal Government should say to 
the States, “We need more and better highways but this is the limit 
of Federal participation in the financing ‘of such highways,” that we 
would have a substantial further increase in highway construction 
- ly because people want better highways. 

. Auveer. Are you aware that ‘the States, many of them, have 
an uses for the money they collect on the gas tax ? 

Mr. Trigcs. Too many States divert some portion of them to non- 
highway use. 

Mr. Areer. Do you think there would be enough money left over 
after the other expenses they have to build the necessary highways 
on this seale ¢ 

Mr. Trices. Well, it does not hurt the taxpayer any more for the 
State government to increase the State gasoline tax 1 or 2 cents a gal- 
lon than it does for the Federal Government to increase the gasoline 
tax 1 or 2 cents. 

Mr. Acer. One last question. I may have misunderstood you be- 
fore. Are you against this bill if the farmer is not deleted ? 

Mr. Triacs. Yes, sir. Our position, just briefly, is that we do not 
believe it is necessary or desirable to have an expansion of Federal 
financing of our highway program. 

Mr. Arcer. Even in face of our need for the highways? 

Mr. Triees. Yes, sir. 

Mr. Areer. That is all. 

Mr. Fatuon. Mrs. Blitch ? 

Mrs. Burren. No. 

Mr. Fation. Thank you very much, Mr. Triggs. 

Is there somebody here representing the National Grange ? 

(No response. ) 

Is there a representative of the Farmers’ Union here? 

(No response. ) 

Is Mr. W. W. Marsh in the room ? 

Mr. Marsu. Yes. 

Mr. Fatton. Mr. Marsh, would you come forward please? 

Would you give the reporter your full name and your title and the 
company you represent ? 





1132 NATIONAL HIGHWAY PROGRAM 


STATEMENT OF WINSTON W. MARSH, EXECUTIVE SECRETARY AND 
GENERAL MANAGER, NATIONAL ASSOCIATION OF INDEPENDENT 
TIRE DEALERS 


Mr. Marsu. My name is Winston W. Marsh. I am the executive 
secretary and general manager of the National Association of Inde- 
pendent Tire Dealers. We have members in all 48 States, and this 
membership is composed of tire dealers as well as retreaders who own 
their own linea and they are all basically small-business men. 
We are very grateful to this committee for the opportunity to express 
our views on the proposed tax levy which is a part of H. R. 7072. 

In the beginning, it should be made quite clear that we are in full 
accord with the idea that this Nation needs a greatly improved Inter- 
state Highway System. Our increased automobile and truck regis- 
tration demands this step, and the continued economic growth of 
this great nation of ours adds further emphasis to this requirement. 
Neither should anyone overlook the tremendous role these proposed 
highways will play in the military and civil defense of these United 
States. This is important not only to our military forces but to every 
motorist, to every trucker—yes, and to every person in these United 
States. 

Obviously some wise program of payment of such a highway system 
must be devised. However, we do question the wisdom of singling 
out the user of large truck tires as the principal instrument of taxa- 
tion. It would appear from any angle that the highway problem is a 
problem of far greater scope than this small selected group. Cer- 
tainly the large benefits will accrue to every vehicle driver and to 
every single citizen. The trucker and the tire dealer who supplies 
him find themselves named to be the recipients of a heavy and burden- 
some load to pay for a program that benefits everyone. 

First, let us look at the trucker. Only the users of 900-20 and 
larger tires are picked for this tax program. Even at 15 cents a pound 
on a new truck tire, a size 1000-20 tire which might sell for $101.50 
would carry a Federal excise tax of $16.59 as against the $5.39 charged 
today. At the earlier proposal of 50 cents a pound tax, this same tax 
would be $55.30 or 55 percent to 60 percent of the selling price of the 
tire. 

Mr. Fation. Weare not considering that at this time. 

Mr. Marsn. [had it included in this. 

The current tax on an inner tube for this tire is $1.05, but at 15 cents 
a pound it becomes $1.77 and at 50 cents a pound a shocking $5.90 each. 

These selling prices are all based on estimates of current prices. 
They are a far cry from the lowest prices offered by sellers who are 
able to buy tires from the manufacturers at very special prices. Obvi- 
ously in these cases, the differential between taxes and selling prices 
would be closer and the comparisons even more startling. 

Let us now look to see who this will affect. There are some 25,000 
communities in the United States almost wholly dependent on trucks 
for their every need. They will feel the impact of the discrimination 
in taxation by this larger truck-tire levy. In the large Midwestern 
States where cattle are moved to the market by truck—and 65 percent 
are moved by truck—increased costs can only be reflected in higher 
prices to every housewife. With 85 percent of the Nation’s urban 
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population receiving their milk from the country by truck, a similar 
result can be expected. 

The theory in imposing such a heavy levy against the users of large 
trucks is to establis ch a means of collection from those who benefit the 
most. There are many fallacies in such a theory since the buses and 
transit systems of every city will be faced with these levies, and a hue 
and cry for transit fare increases can well be expected. By the same 
token, trucks delivering milk, soft drinks, lumber, packages, and the 
like who confine their operations to the city will have to pay multiplied 
taxes for a highway program that will benefit them no more than it 
will an average citizen. 

The late William M. Jeffers in World War II proved that this 
Nation moved on rubber. Burdensome and oppressive taxes to the 
trucker and the tire dealer can only mean a breaking down of our 
transportation system. Many will go out of business, and the greatest 
beneficiary can only be the railroads with their “piggyback” ro king 
program which will produce a very minimal] return in taxes and finally 
leave the Nation’s highway program totally unpaid for. 

To the tire dealer these tax proposals are equally serious. Since 
he must pay for these taxes when he receives the tires from his sup- 
plier, he must materially increase his capital investment without a 
source of raising such capital. About 18 percent of his large truck 
tire inventory will be in prepaid Federal excise taxes on which he 
gets not 1 cent of return. 

As an example, a dealer with $20,000 inventory of large tires must 
add an additional $3,600 to pay for taxes at 15 cents a pound on new 
tires or $12,000 at 50 cents a pound. Remember, this Federal excise 
tax on tires, up to now, has been billed separately and is unlike fire- 
arms, radios, T'V sets, phonograph records, appliances, sporting 
goods, cameras, light bulbs, and the like which include excise taxes 
in the selling price of the commodity. So the tire dealer must col- 
lect these taxes without even a minute profit. His bad debt losses 
and normal business risks are further heightened by a lack of profit 
return on the taxes collected which is a mark of patriotism that few 
are called on to display. If the State in which he operates has a 
sales tax, then this tax is added to the whole amount, including excise 
tax, for collection. 

To further aggravate, he must also pay personal property tax on 
the excise tax items in his inventory. Even in the District of Colum- 
bia, $2.25 per $100 is so collected. So the dealer with the before- 
suggested inventory of $20,000 must pay $81 personal-property tax 
on his excise tax alone if it is $3,600 and $270 if it is $12,000. Add to 
this the fact that he must raise sufficient funds to pay floor tax on his 
tire inventory, and we find the problem of the tire dealer further 
complicated. Certainly this is gross injustice. 

However, no part of this tax proposal is more discriminatory and 
unfair than the suggestion to tax retreading. A levy on the total 
weight of the tire means that a tire retreaded 3 times has had tax 
eollected on its total weight 4 times. QOne’s sense of fair play cries 
out against such a practice. 

Close examination of the proposed tax on retreading shows further 
injustices. A 1000/20 truck tire retread might sell for about $23.50. 
At 714 cents per pound it would carry a tax of $8.30 or 35 percent 
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of the selling price. A tax of 20 cents a pound is so completely un- 
reasonable that it could well mean the veritable destruction of this 

industry and all who are in it. Even a tax of $8.30 on a $23.50 sale 

is unthinkable, particularly when one considers that the Labor De- 

partment, the Bureau of the Budget and many others all agree that 

retreading is a service operation. In the aforementioned $23.50 

charge, there is only $7.48 in material involved. The tax of $8.30 is 

greater than the material cost—in fact, 110 percent—and can only 

mean that we are levying a tax on labor. This is unique in itself. 

Such a philosophy of taxation demands a penalty for progress and 
conservation. It opens up new fields of taxation such as brake-relin- 
ing service, motor rebuilding, machinery repair, plumbing, and many 
other such services. Certainly those who can afford it the least must 
‘arry this cost. The retreader would soon find his reasons for exist- 
ence removed and ultimately lose his investment and his business. 

Actually, a tax on retreading is quite unrealistic. At 71% cents a 
pound, it would only raise about $20 million. There are from 6,500 to 
10,000 retread shops in the country. The problems of contact and cost 
of collection as well as recordkeeping from these multiple sources can 
never be justified. In addition, these approximately 10,000 firms will 
eventually find themselves with new report forms, new sets of problems 
in the financing of their business, and regular reminders of the oppres- 
siveness of such a taxation program. 

We earnestly seek your decision to eliminate any tax on the opera- 
tion of any retreading establishment and thus give these small-business 
men some chance to survive under today’s highly competitive condi- 
tions in the rubber-tire industry. We believe that any excise tax on 
new tires and new tubes should be included in the price of that article. 
We believe that the tax required to finance a highway system should 
not just be levied against a small group of large | truce kers alone. 

Our petition is a ‘most sincere one, particularly since it involves our 
very survival. 

Thank you, gentlemen. 

Mr. Fatton. Thank you, Mr. Marsh. 

Any questions on my right ? g 

Mr. Dempsey. I would like to ask Mr. Marsh a question. Mr. Marsh, 
you say that the proposal would tax only the large truck tires. How 
far down in the line do you think we should come to make it equitable ? 

Mr. Marsu. Of course, I am not quite familiar with the amounts of 
money that can be raised by each particular method of taxation. But 
at 15 cents a pound, it occurs to me that that figure might be reduced by 
broadening the scope of taxation to include maybe even all of the mo- 
tor vehicles or certainly at least all truck tires. It might even go so 
far as to eliminate the small, as we call it, commerc ial air wheel, or 
the tire that is used on pickup trucks and panel trucks and take those 
tires, say, size T-inch and above. It would certainly broaden the scope. 

And since this bill as it is now proposed seems to include both farmers 
and over-the-road truckers, it would seem to me it would be consistent 
with that theory if it were to follow it down all the way to its ultimate 
end. 

Mr. Demresrty. What is the next lower-down step ? 

Mr. Marsu. The next size, popular size, would be 825/20, which is 
today the most popular size truck tire in the market. 
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Mr. Demrsey. Approximately how many of those trucks are on the 
road today ? 

Mr. Marsu. I am sorry that I do not have the figures on the per- 
centage of that tire, but it seems to me that it would run upward of 
20 percent of all truck tires in the United States of the twin-B sizes 
in that size or larger. 

Mr. Dempsey. Would you be in favor of reducing slightly the tax 
on the larger tires and spreading it a little lower in size to cover more 
trucks? 

Mr. Marsu. Mr. Congressman, I hardly qualify as a tax expert, 
but it would seem to me that that would be a better approach to this 
problem. I do have some fair knowledge of the transportation prob- 
lem. It would seem to me by broadening the scope on this and in- 
cluding more of the truck areas we would show less discrimination, 
it would seem to me, and might reduce it from the present proposed 
15 cents a pound to a lower figure by including these. 

Mr. Dempsey. Do those you represent believe the system 1s neces- 
sary ? 

Mr. Marsn. That a system of roads is? 

Mr. Dempsey. Yes, such as proposed here. 

Mr. Marsn. Mr. Congressman, our people were sorely pressed dur- 
ing the days of World War II to maintain the transportation system 
of this country through all manner of tire services, particularly re- 
treading. I think we would be a very shortsighted group and un- 
mindful of our own responsibility if we did not say that we thor 
oughly endorse any type of highway program and certainly would 
like to do anything we can in our own way, short of putting ourselves 
out of business, to encourage it. 

Mr. Demesey. And you feel you should make a contribution but 
not as large as the suggestion ? 

Mr. Marsn. Very definitely, sir. 

Mr. Dempsey. The retreading figures you just quoted rather sur- 
prise me. You say the retread on a large tire cost about $25 ? 

Mr. Marsu. The list price on it is around $38 to $40 on say a 
1000/20, but the going price today is around $23 to $24 on that tire. 
It only has about $7.50 of material, and that is pretty well true of all 
tires straight through, at least in the truck tires. The passenger size 
carries a great deal more. 

There also seems to be a belief that this sort of retreading is done 
by large tire manufacturers. Quite the reverse is true, since 95 per- 
cent of this equipment is in the hands of people like the people of our 
association, independent businessmen in every crossroads town in the 
United States. In addition to that, our people go all the way up. 
We have records of about 200 shops that can do large earth mover and 
off-the-road grader-type of tires, and that is a very important thing 
in some parts of the country. 

So this retreading thing is a very, very important thing, and the 
materials cost is a very minor part of the total cost. It is principally 
a labor operation. 

Mr. Dempsey. I appreciate your testimony, because we were led to 
believe, at least I believed, that on the larger tires the retreading was 
done only by a few people. 

Mr. Marsu. Quite the reverse is true, sir. We can give you a rec- 
ord. As a matter of fact, we have been working with the Ordnance 
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Department at the Pentagon in providing them with a series of shops 
that can do large-size tires, and we have been doing everything to co- 
operate, partic ularly with the thought in view that if there was ever 
another national emergency we’re putting our sights on a 24-hour to 

48-hour alert of every one of those types of people i in the United States 
to keep this Nation geared—having gone back again to what we went 
through in World War IT. 

Mr. Jones. Mr. Marsh, in the earlier part of your testimony you 
pointed out that there would be discrepancies in the application of 
the tax on inventories. Would the manufacturer’s outlet pay the 
tax on inventory on their products? 

Mr. Marsu. The proposal in H. R. 7072 as it is now written would 
not require such an investment, since it says that the tax cannot be 
collected until title changes hands. So that means some 1,700 to 
1,800 company-owned stores as well as a large group of cooperative 
organizations and other groups of that sort who buy tires directly will 
not have to pay taxes until such time as delivery is made, so they 
would not have to put up this money, whereas our people, who are 
probably in much worse position to put it up, would have to make 
that investment immediately. 

Mr. Jonegs. So the independent merchant would have to make in- 
creased investment in his inventory to cover the amount of taxes 
placed on the sale of the tires and also for the amount of weight put 
on old tires that are retreaded ? 

Mr. Marsu. Mr. Jones, we estimate that even at 15 cents a pound, 
assuming that the average tire dealer does about $163,000 worth of 
business a year, the average tire dealer would be called upon to put 
approximately $5,000 extra capital into his business in order to pay 
his floor tax and maintain his current truck-tire inventory. 

Mr. Jonrs. Well, the independent merchant will have to become a 
mail-order house in order to take care of the extraordinary burdens 
placed on him by such a tax schedule. 

Mr. Marsn. There might be some advantage in that, sir. 

Mr. Harrison. Confronted with the choice of these taxes in thts 
bill or no bill at all, what is your recommendation ? 

Mr. Marsn. May I ask your question again ? 

Mr. Harrison. This bill with these taxes or no bill at all. What 
is your recommendation ? 

Mr. Marsn. You force me to a very reluctant answer since I have 
a great number of people to answer to myself, but I am quite sure I 
speak for my people when I say I think highways are a must. If this 
is the only way we can do it, this is the way we must do it, but I sin- 
cerely hope this is not the w ay we will have to do it. 

Mr. Harrison. You think the retreating provision is the most 
inequitable ? 

Mr. Marsn. To us the retreading thing affects more people. And 
since it involves some 10,000 places in the country that do not now 
have any sort of report of this kind to make up, which would place 
quite a burden on the Internal Revenue Department to come up with 
a form and a reporting system, breaking it off at 900/20 size and 
larger complicates the thing — more so. 

Mr. Donpero. Mr. Marsh, I did not hear all your testimony, but 
I heard enough to come to this conclusion: that you believe the pres- 
ent tax proposal would affect the industry most adversely. 
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Mr. Marsu. Would affect our people very seriously, sir. 

Mr. Donprro. Could you live with a tax proposal that lowered the 
amount proposed in this bill and then issued a bond for the re- 
mainder ¢ 

Mr. Marsu. Again I would like to place myself on record as saying 
that I am certainly in no position to advise on tax matters, but it would 
seem to me that anything which could eliminate the tax on retreading 
and bring the other tax down within a more reasonable approach to 
the financial position of the people we represent—and there are thou- 
sands of them across the country—is a more realistic approach to the 
problem. 

Mr. Donpero. Just one more question. Then I think your position 
is this. Is it true that you could live with a broadening of the tax 
proposal mentioned in this bill in order to relieve your people of the 
burden that this imposes and you could live with a reduction of the 
tax schedule and perhaps some other method to lengthen out the pro- 
gram and still get the highways ¢ 

Mr. Marsu. Not knowing what specifically you have in mind—and 
I am sure you have nothing 1 really definite in mind—— 

Mr. Donpvero. I have in mind issuing part in bonds and in part rais- 
ing less money by taxes. 

Mr. Marsu. I think in sum and substance that would be a very rea- 
sonable approach. 

Mr. Fation. You do not want us to understand that in case the levy 
is by bonds the taxpayers will not have to pay for it ¢ 

Mr. Marsu. I did not understand you, Mr. Fallon. 

Mr. Fation. Well, regardless of how this tax is levied, Mr. John 
Public is going to pay the bill. Is that not true? 

Mr. Marsn. I am quite sure of it. 

Mr. Fation. If we can do it cheaper on a tax basis than we can 
on a bond basis, do you not favor the cash basis ? 

Mr. Marsu. Mr. Fallon, I am certainly in favor of doing it the least 
expensive way that we can. 

Mr. Fation. Well, we have two plans in front of us. We have 
one plan that is done on setting up a corporation and issuing bonds, 
which will cost $11.5 billion to do the job. We have another 
plan in front of us. And not one dollar of that $11 billion will go 
into highways. We have another plan in front of us that takes $12.5 
billion to do the job and to be paid for in 14 years. 

Mr. Marsn. I think I am wholly in accord with the philosophy of 
paying as you go, but by the same token I would think that it would 
be shortsighted | economy if we were to bring about the demise of cer- 
tain numbers of businessmen who are at the present time paying taxes 
in order to make this a possibility. 

Mr. Faxon. I assure you that is not the intention of this committee. 

Mr. Donpero. I might ask 1 question, Mr. Chairman, inasmuch as 
you added 1 or 2 more. Would you be opposed to the traditional 

American way of paying for these highways as we use them over a 
long term of years even though we did pay some interest ? 

Mr. Marsu. Doing this by taxation ? 

Mr. Donvero. By issuing bonds and paying interest on the bonds 
and paying for the bonds as you receive the income through the years 
from gas tax and other taxes that we now have. 
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Mr. Marsu. I might add, Mr. Dondero, we have already gone on 
record in the beginning as endorsing the President’s highway program, 
which includes the bonds. 

Mr. Mack. Mr. Marsh, is it not true that most of you dealers, if this 
plan goes through with taxes, will have to borrow money in order to 
pay the floor tax and the other taxes involved in fiinancing this 
program ¢ 

Mr. Marsu. Well, I am in no position to accurately answer that. It 
would be my measured judgment that definitely would be true, and I 
might add with today’s requirements of the banking institutions that 
almost becomes an impossibility. 

Mr. Mack. In other words, the dealer would be paying interest any- 
way. The people would be paying interest anyway, under either pro- 
gram. 

Mr. Marsu. That is right. 

Mr. Macx. I just want to ask you about one phase on the recapping. 
On page 12 of the Fallon bill, the second section says that the return 
of a recapped or retreaded tire to the owner by the person who re- 
capped or retreaded such tire shall be treated as a sale of such tire. 
That means that the person who brings his tire in for a recap pays the 
714 cents a pound on the entire weight of the tire including the carcass 
he returned ? 

Mr. Marsu. That is right. 

Mr. Mack. In other words, if a tire originally weighed 100 pounds, 
he would have paid under this revised proposal about $15 in tax for 
the new tire—15 centsa pound on a 100-pound tire. 

Mr. Marsu. That is right. 

Mr. Mack. Then he wears off 20 pounds of rubber and takes it in for 
retread, and he pays the tax on the 80 pounds of rubber plus the 20 
pounds that was put on the tire. In other words, he is taxed twice 
for that 80 pounds of tire, 80 pounds of carcass. 

Mr. Marsu. That is right. In other words, if it is retreaded as 
many as 3 times, you would pay $7.50 3 times plus the $15 that he paid 
originally. 

Mr. Mack. On the same material. 

Mr. Marsu. On the same tire. Not on the material. I want to cor- 
rect that. Not on the material, because in retreading the cost of the 
tax will be greater than the cost of the material. 

Mr. Mack. That is right. I recognize that. 

That is all, Mr. Chairman. 

Mr. Scupper. Mr. Marsh, going back to the proposal for financing 
as contained in the Clay report, is it not a fact that many trucks are 
purchased on a lease basis where they use the truck while they pay 
for it? yaa) i 

Mr. Marsu. There are a number of trucks that are sold or leased 
on that basis, but it is by far the minority even today. 

Mr. Scupper. Well, is there not a great amount of tires that are 
being used on a lease-purchase plan ? 

Mr. Marsn. Other than bus and transit operations the answer 
is “No.” 

Mr. Scupper. Well, what I was trying to bring out was that I have 
heard of a great number of these trucks like that, and particularly 
[ believe the Greyhound bus line buy their tires on a use basis. They 
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enter into a contract, as I understand it, to keep rubber on their 
buses, and they are paying for them as they use them. 

Now that was the theory developed by the Clay report to build 
= highways and then have people pay for them as they are travel- 

ng on them and using the highways. That is the theory. 

. Marsu. Yes. 

Mr. Fatton. Mr. George? 

Mr. Grorce. Is there any way that we can equalize that tax on 
company stores and your independent stores by correcting the lan- 
guage in this bill so it becomes maybe a manufacturer’s tax right at 
the time it is manufactured ? 

Mr. Marsu. I think that would make a very interesting step for- 
ward, and it certainly might do something to equalize competitive 
conditions in various market areas if we were to make all delivery to 
retail establishments and pay the tax onthe same basis. 

Mr. Grorce. You made the distinction between the two types of 
stores and the fact that this tax is levied by the pound and not by 
price. It seems to me if we would get the proper language in here 
we could at least equalize the difference between the two types of 
stores. 

Mr. Marsu. Well, the major rubber companies have about 1,700 
or 1,800 retail stores in competition to their own dealers in various 
markets throughout the country. If this tax were levied at retail 
level or at the distribution point it would solve that. How it could 
be worded or what language could be used to do that I am not sure, 
but at least that is the general thought behind it. 

Mr. Grerce. I am sure the committee if they go through with this 
program will try to see that equalization is contained in this bill. At 
least I hope they do. 

Thank you. 

Mr. Fation. Any other questions? 

Mr. Brecker. Mr. Marsh, you have been asked here several times a 
question about a choice between one bill and another bill. You have 
been asked a question about the payment of interest if it were done 
under the bond plan. I have a theoretical question to ask you, because 
I am in favor of the Clay bill also on the bonded basis. 

In the last 10 years, since 1945, we have spent in foreign aid—that 
is, on the Marshall plan, ECA, and under the present foreign-aid 
provisions—over $50 billion, and avery dollar of that has been deficit 
financing on which the American taxpayer is paying and will for 
many generations to come pay interest. Now we have been doing that 
for foreign governments, irrespective of the need or how laudable 
otherwise one might think. Is it wrong to follow the policy that we 
build 39,000 miles of needed highways “and operate it Ye bonded in- 
debtedness and the American taxpayer pay interest in order to get 
something for himself? Do you see any harm in that ! 

Mr. Marsu. Mr. Becker, I am in a very delicate position in trying 
to answer your question as a representative of our association. I do 
not think I could answer your question as a representative. I could 
only answer it as a citizen, and I do not think that would be a matter 
of very much importance—only one man’s view. 

Mr. Becker. That is all right, but I am certainly of the feeling 
myself that if we can tax the American taxpayers on deficit finane- 
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ing for foreign aid as we have been and as the bill is going on over 
on the floor today, I can see no harm whatever in building highways 
that are much needed for the economic benefit and the national de- 
fense benefit of the country by being bonded over the period of years 
and paying interest. Our whole economy is based on installment fi- 
nancing. 

Mr. Scuerer. Mr. Marsh, I have been told, and I want to know 
whether you can confirm what I have been told, that if we build this 
interstate system as proposed with grade separations, no stops, no 
stoplights, et cetera, that a large truck tire will operate 25 percent 
more miles than it does now. Do you know anything about that? 

Mr. Marsu. I would question that very seriously. 

Mr. Scuerer. There are no stops, no starts, no braking. Well, not 
“none,” but they will be reduced greatly. 

Mr. Marsn. Mr. Scherer, I have had some extensive experience— 
as a matter of fact, in your part of Ohio, where I was in business for 
some 10 years in Hamilton—and my experience would be that the 
more you widen the road stretches, the more you make it possible to 
maintain high speeds without stops, the more you will reduce truck- 
tire mileage. 

Mr. Scuerer. You mean because of the increased speed ? 

Mr. Marsu. Heat is the greatest problem we have in the tire busi- 
ness. 

Mr. Scuerer. Is not more heat generated when you stop? 

Mr. Marsu. No. As a matter of fact, stopping give you a chance 
to dissipate heat, maintain 

Mr. Scuerer. While you are stopped, yes, but I mean the braking. 

Mr. Marsu. Braking always does that, around city driving, but 
you can drive tires around the city that you could never drive on the 
Pennsylvania Turnpike. 

Mr. Scuerer. I just wanted to know if the information I had was 
correct. 

Mr. Marsn. High speeds will materially reduce truck-tire mileage. 
It will bring about, if we had any sustained high speeds, an entirely 
different type of tire, which the major companies are working on 
today—a type of tire that will stand that sort of thing. 

Mr. Scuerer. Because of the time saved then, there will be an 
actual overall reduction then in operating costs of trucks? Are you 
familiar with the testimony before this committee to the effect that it 
will reduce the operating costs of trucks on the Interstate System at 
least 4 cents a mile? I suppose most of that saving comes in driver 
time. 

Mr. Marsn. Yes, I would be inclined to think that would be a bit 
high, from my experience in the trucking industry, inasmuch as they 
still have the investment of trucks and equipment and the investment 
in time paid on a mileage basis on the man. That still must be reck- 
oned with. And while there unquestionably would be savings—— 

Mr. Scnerer. Of course, I do not know anything about it. I just 
listened to the witnesses, and that has been the testimony from a 
number of sources during the 7 weeks’ hearing we have had. 

Mr. Marsn. I think there would be savings, but I doubt if they 
would be that high. 

Mr. Fation. Any questions on my right ? 
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Mr. Tuompson. Mr. Marsh, do you have figures on the approxi- 
mate percentage of these large tires that are sold to users who would 
not normally use the Interstate Highway System ? 

Mr. Marsu. No, I do not think such a figure would be available, 
Mr. Thompson, inasmuch as it is very hard to approximate where 
tires go once they are sold. For example, when we sell a large num- 
ber of tires in a city like Chicago, a number of them will be used on 
around-the-city driving and never leave Cook County. On the other 
hand, unquestionably a great number of them will be used to trans- 
port goods across the highways to the East or to the West. 

I think the same circumstance is true in a city like Detroit, where 
you may be trucking cattle to Dubuque or up to Sioux City, and it 
could possibly be going to Chicago. 

But I doubt very seriously if the over-the-road driver who would 
be using he Interstate System would use nearly as many tires as we 
are inclined to think that he would use. 

Mr. Tuompson. Do you consider the Interstate System is of great 
importance to national defense ? 

Mr. Marsu. Very definitely, sir. 

Mr. THomeson. Do you think at least a portion of this highway 
system should be borne by the same sources of revenue that bear the 
expense of the rest of the national-defense program ¢ 

r. Marsu. I am not quite sure just what particular group you 
have in mind in saying “sharing that expense,” but it would seem to 
me anyone who shares the benefits of a national defense 

Mr. THomprson. You misunderstood my question. If the Inter- 
state Highway System is so important to our national defense, don’t 
you think that certainly a portion of the cost of it should be allocated 
as a segment of national defense and funds should come from the 
same sources that we derive funds for the rest of our national de- 
fense—-the general revenues of the Treasury ? 

Mr. Marsu. Again I find myself in the same position I was in with 
Mr. Becker in stating my answer only as a citizen and not as a repre- 
sentative of this association, which I think would probably be a matter 
of little importance. 

Mr. Tuompson. What would your personal opinion be ? 

Mr. Marsu. I think that we should put national defense uppermost, 
particularly in view of world affairs. As a citizen I favor anything 
we can do to pay our obligations as we go and avoid further indebted- 
ness. If we can incorporate those two and reach a happy compromise 
between the two, I think we have achieved something which we 
haven’t done to date so far in many cases. 

Mr. Toompson. That is all. 

Mr. Fation. Questions on my left? 

Mr. Cramer. Has your industry made an estimate of what might 
be considered the percentage increase in the tire business resulting 
from the completion of this highway system ? 

Mr. Marsu. Would you state your question for me again ? 

Mr. Cramer. Has your industry made an estimate as to what in- 
creased business they can expect resulting from the completion of this 
highway system ? 

r. Marsu. No, we have not, sir. Asa matter of fact, I think such 
an estimate would be very nearly impossible to make, inasmuch as a 
63235—55—pt. 2—4 
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great deal would be predicated on the economy of the Nation at that 
time, the demand for services of over-the-road truckers. For example, 
we estimated truck-tire sales last year in the year 1954 were going to 
be about 800,000 units greater than they were. It was a mistake we 
made on judgment. 

I think on a 15-year estimate such mistakes would be even greater 
and of more magnitude than they would be under those circumstances. 

Mr. Cramer. Would you say there will definitely be an increase / 
Of course, there is no question about that; is there ? 

Mr. Marsu. Mr. Cramer, I do not believe that that would neces 
sarily follow, inasmuch as we ruin a great number of tires today by 
our inefficient and badly kept up highway system in many parts of the 
country. We would avoid some of the danger’s that we have there, 
and we might well find ourselves with the improvements in tires which 
are constantly coming through with even greater mileage. We are 
having mileages on truck tires today that 5 to 10 years ago were totally 
unheard of and impossible to conceive. And I think if we can make 
the same achievements in engineering in the next 10 years that we 
have in the past 10 years that it would be anyone’s guess as to what we 
might do, and unitwise we expect no material increase in sale of truck 
tires in the next 5 years. 

Mr. Cramer. Then you are unable to testify one way or another as 
to whether or not this increased highw: ay system will give you a sufti- 
ciently increased number of sales ‘of tires and so forth to help pay 
or totally consume this additional tax involved ? 

Mr. Marsu. I am quite sure that it will increase the truck registra- 
tions. I have no fear of that whatsoever. I think it will be a great 
encouragement to more truck transportation in the country to a limited 
degree. However, I do not think it necessarily follows that this means 
that we will have an increased tire consumption, because we have 
learned a great deal about tire conservation and the continued use of 
retreading and the avoidance of anything which might discourage it 
will tend to prolong that life. The development of new cord is going 
to make a great deal of difference. 

Mr. Cramer. I just figured that in your philosophy and enlightened 
self-interest that probably that was one of the reasons why you initially 
testified in favor of the increased highway program itself. That is 
all I have. 

Mr. McGrecor. Will the gentleman from Florida yield? 

Mr. Cramer. Yes; I yield. 

Mr. McGrecor. I would like to ask this question : Is your organiza- 
tion in favor of any additional highway program ? 

Mr. Marsu. Oh, yes. We made that quite clear I thought, sir. 

Mr. McGrecor. If you are in favor of any additional highway pro- 
gram, how would you suggest that we raise the revenue? 

Mr. Marsu. I think a pr oposal such as the one you have now is very 
workable. Our only reservation is to remove retreading from the clas- 
sification for the reasons as previously set forth and second that you 
broaden the scope of its coverage. 

Mr. McGrecor. You are of the firm conviction that that will in- 
crease enough revenue to do that, isn’t that true ? 

Mr. Marsnu. I am quite confident that it can produce enough reve- 
nue. 
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Mr. McGrecor. Then what other recommendations do you have? 

Mr. Marsu. As long as it produces enough revenue, I would know 
of no other reason for recommendation, Mr. McGregor. 

Mr. McGrecor. It won’t produce enough revenue. 

Mr. Marsu. If you broaden the scope of the entire coverage ? 

Mr. McGrecor. That is right. 

Mr. Marsu. It will not produce enough revenue / 

Mr. McGrecor. That is right. 

Mr. Marsu. I would be amazed at that. Inasmuch as the most 
popular-sized tires you have are still below the margin you have estab- 
lished yourself. 

Mr. McGrecor. Will you submit to the committee your approximate 
increased revenue that you suggest to meet the entire program sug- 
gested by the Fallon bill ? 

Mr. Marsu. You say would I do that, sir? 

Mr. McGrecor. Would you do that; yes. 

Mr. Marsu. I will certainly do it—everything within our power 
to do. 

Mr. McGrecor. Thank you very much. 

Mr. Fation. Any other questions on my left? 

Mr. Schwengel. 

Mr. Scuwence.. Mr. Marsh, do you have any statistics to give us 
the number and value of tires sold in the past year? That will be cov- 
ered in this bill in the taxation section. 

Mr. Marsn. I don’t believe I do. I would suggest that inasmuch as 
the Rubber Manufacturers Association will follow us on this program 
that they. might be.in a better. position to answer that. 

Mr. Scuwencet. Then another question that I have: What. is the 
average number of miles that you get from the average-size tires en- 
compassed in this bill 10 years ago? 

Mr. Marsn. Ten years ago, the size tires we are talking about, 920 
and larger, were considered extra large truck tires and were a minority 
group actually in overall sales. In other words, 1120, 1122, the larger 
sizes, were in very little use. 

With the advent of the closing of World War II, we have run into 
larger sized tires and the smaller tires as we knew them in those days 
have just been becoming more and more obsolete. We are growing 
into the larger sizes. 

Of course, in the same span of time, we have had a number of de- 
velopments in tires, and it is hard to say because one must determine 
that by the type of usage that it was put to. For example, on a 
milk truck, picking up milk in the country which could well use that 
size even today, thirty to fifty thousand miles is good mileage, whereas 
an over-the-road hauler using the same identical tire might find him- 
self as much as sixty to eighty-five thousand miles on the same tire. 

Of course, then we must again qualify it by the type of tire. We 
get pretty confused on that one ourself because there are all kinds 
of first lines and second lines and premium brands and special brands 
and everything else, so that it becomes a matter of exactly what 
tire under what circumstance are we talking about, and I am not 
trying to avoid your question, but it is a very complex question. 

Mr. Scuwenae.. Mr. Chairman, I would like to make this obser- 
vation: This witness is playing the part of a politician now, I think, 
on the all-around question. 
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The point I want to get at is you did make a statement that you 
are getting a tremendous percentage increase in mileage on your tires 
today as compared to 10 years ago. 

Mr. Marsu. That is true; under the same circumstances, yes. 

Mr. Scuwencer. Under the same circumstances ¢ 

Mr. Marsu. Yes. 

Mr. Scuwencev. That being true, in the last 10 years you have 
actually had a tax reduction on your tires? 

Mr. Marsu. Well, one can hardly say when you lay out the same 
amount of money you have had before you have had a tax reduction, 
but assuming it on a cost-per-mile basis I assume that must be true. 

Mr. Scuwence.. That is all. 

Mr. Fation. Any questions on my right ¢ 

Mr. Gentry. 

Mr. Gentry. Mr. Marsh, I guess you heard Mr. Bresnahan testify 
this morning ? 

Mr. Marsu. Yes. 

Mr. Gentry. And heard him say that he felt this tax was a very 
unfair tax for the big truckers ? 

Mr. Marsu. Yes, sir. 

Mr. Gentry. You heard Mr. Trigg, I believe it was, testify for the 
farmers. He testified it would be a very unfair tax for the farmers. 
Now you have added your word that it is an unfair tax. 

Now let me make this observation: I have never heard anyone yet 
say but that a gasoline tax was highly ‘nradequtte as a’ measure of 
road use for the large truck. With that in mind, I am sure that when 
the automobile owners testify that they will say that this is a very 
unfair tax for them. 

Now under those circumstances, you say you want this built. Just 
how would you do it 

Mr. Marsu. I can’t speak for the gentleman of the American 
Trucking Association, but if I remember correctly he said that he 
believed they were quite willing to support their share of this and 
included excise taxes in that. 

Mr. Gentry. Including excise taxes ? 

Mr. Marsu. I believe that is right, sir. 

Mr. Gentry. No; that isa gastax. 

Mr. Marsu. I was under the impression—— 

Mr. Gentry. Were you conversant with the Case bill in the Senate ? 

Mr. Marsu. Oh, I have read parts of it. 

Mr. Gentry. Yes. Now that bill would realize more than five times 
as much as this bill, and we wouldn’t have any trouble about all these 
problems that you raise about the retreading and all those things. 
How would you feel about that kind of a bill ? 

Mr. Marsn. I think I would have to be a great deal more familiar 
with the Case bill than I am at the present time. 

Mr. Gentry. Well, it would realize quite a few times—— 

Mr. Marsu. I would have to study it, sir. 

Mr. Gentry. Did you read the advertisement by Du Pont in the 
Saturday Evening Post last year in which they said their tires now, 
nylon, would run 145,000 miles ? 

Mr. Marsu. Yes; I am familiar with that. 

Mr. Genrry. And retread, it would run 30,000 miles additional ! 
With two retreads, it would run 205,000 miles. 
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Now do you say that kind of a tire retreaded is not worth over 
$23.50? That is i you testified to. 

Mr. Marsu. Mr. Gentry, I would like to call your attention to the 
fact that regardless of what the Du Pont Co. says in their advertise- 
ment they will not give any trucker in the United States that kind of a 
guaranty. They leave that up to the tire company to do. I don’t 
know the tire companies that will guarantee that kind of a mileage. 
Neither do I know any member of our association who obligate them- 
selves in an equal manner. 

Mr. Gentry. Did you make the statement a while ago—I took it 
down that you made it—talking about this tax on the trucker: “It 
would benefit them no more than it would the average citizen”? Did 
you say that? 

Mr. Marsu. I said that a defense highway system in the United 
States was a benefit to the trucker and to the motorist and to every 
citizen in the United States and anyone who is—— 

Mr. Gentry. You said, though, that it would benefit them no more 
than the average citizen, speaking of the trucker. Did you actually 
mean that? 

Mr. Marsu. I think that all of that would be a matter of qualifi- 
cation as to what trucker we are speaking of and, too, what individual 
we are speaking of. To a man that travels across country, this Inter- 
state System could be tremendously important; to the bus company it 
is tremendously important. 

Mr. Gentry. Now what is the statement you made about the rail- 
roads ? 

Mr. Marsu. I said the greatest beneficiary of this particular bill 
now proposed is the piggy-back programs of the railroads. 

Mr. Gentry. Well now, let me ask you this: Would you suggest 
that the railroads build this Interstate System for the country / 

Mr. Marsu. Not in the least. I merely used it as an illustration of 
the discrimination that exists. 

Mr. Gentry. But you say the greatest benefit that would be derived 
of the Interstate Sy otem would be for the railroads? 

Mr. Marsu. No. I said many will go out of business and the great- 
est beneficiary of suc h an action can only be the railroads with their 
piggy-back trucking program which will produce a minimal—— 

Mr. Fatiton. Will the gentleman yield / 

Mr. Gentry. Yes. 

Mr. Fatton. Mr. Marsh, if this piggy-back program grew large 
enough, that might solve our highway problem / 

Mr. Marsu. It would not solve our defense highway problem, sir. 
It would not solve the problem of military and civil defense. 

Mr. Faxon. I understand that. 

Mr. Gentry. That is all. 

Mr. Fation. Mr. Rogers. 

Mr. Rocrrs. No questions. 

Mr. Fautuon. Mr. Clark. 

Mr. Cuark. Yes, I have a question I would like to ask you: 

Previously you were talking about the tire sales on your 81% tire, 
and you said 

Mr. McGrecor. Mr. Chairman, we can’t hear the colloquy of either 
the Member or the witness. 

Mr. Fatton. Would you speak up, Mr. Clark, please ? 
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Mr. CLark. You stated a while ago that you figured that on the 814 
tire the sales would be approximately 20 percent, and that is on the 
814, tire which is not in the bill. 

Now along with that same idea, on the 7.50 tire, which is on a ton 
to ton and one-half truck which is being operated very extensively in 
construction work on that I have a figure here, I think, which is per- 
haps enlightening; and on an annual ‘Teplacement of 7.50 tire, there is 
approximately 1,800,000. That is just an estimate, and if that is so, 
on a 7.50 tire, and yet on your 81, tire it is 20 percent of the entire 
sales, I think that we would derive a great benefit if we would lower 
that down to, say, 7.50, which would include your 81, tire. 

What do you say on that ? 

Mr. Marsu. Inasmuch as there are only about 8 million tires sold 
in the United States in the trucking field for a year and your figure is 
1,800,000 and 8.25/20 is larger than that, as I mentioned before unit- 
wise you have missed a large percentage of the possibilities. 

Mr. Fation. Any questions on my left ? 

Mr. Busu. Mr. Chairman, I would like to ask Mr. Marsh a couple 
of questions. 

I happened to be in an industry that I just recently sold that operated 
more than a million and a half miles a year. We never bought a tire. 
We always bought miles. Now how are you going to tax that / 

Mr. Marsu. WwW ell, of course, I must say you must have been in the 
hands of a good tire dealer because we would like to talk about miles, 
too, because mileage is the only thing you are actually buying, whether 
you are buying a truck or a tire, and if you can bring up a low cost per 
mile and use certain methods of conservation, you do bring mileage 
costs down ; you are not talking about unit costs. 

Mr. Bus. But you do know there is a great percentage of opera- 
tors today that buy ‘their tires on a mileage basis? 

Mr. Marsn. There are a large number of tire dealers who do that. 
but in limited numbers of markets. 

Mr. Busn. Operators, not the dealers. 

Mr. Marsu. I mean that sell their tires on that basis. Generally it 
is an arrangement made betwen a dealer and an individual unless it 
might happen to be a rubber company who uses load operators and 
sells on a per-mile basis. That is not a very common practice except 
on buses and transit systems, but in truck services—and I assume you 
are talking about truck—it is not uncommon to try and bring about 
an accurately or reasonably estimated truck or mile cost of opera- 
tion. 

Mr. Busn. I want to get back here to this indepndent dealer. 

In competition with the store dealer, the manufacturer who owns his 
own stores in your community or in my community, the identical dealer 
will have to absorb this tax because he has to pay the source when 
he makes the purchase of his tires. The manufacturer who operates 
his own stores doesn’t pay the tax until he sells his tires. 

Now that puts the independent operator at a great disadvantage 
because he has to tie up a lot of money, perhaps pay interest on it 
4, 5 percent, and yet the manufacturer who operates the store doesn’t 
have that to assume. 

Mr. Marsn. That is true, Mr. Bush. 

Mr. Busn. And as a result the competition isn’t fair there. Now 
what would you suggest to get that straightened out ? 
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Mr. Marsun. As I suggested to Mr. George a while back, I know 
of no way but it seems to me some way of incorporating that language 
properly into the laws that are proposed here that could be done at 
least to bring 1t down so that all retailers can compete on a reason- 
ably equal basis. Goodness knows we have enough disadvantaegs as 
it is without making the problems any greater than they are at the 
present time. 

Mr. Busu. That is all, Mr. Chairman. 

Mr. Fation. Any other questions ? 

Mr. Alger. 

Mr. Acer. Mr. Marsh, if you agree in principle with the user tax— 
do you agree that the user tax is a fair one / 

Mr. Marsu. You mean the pay-as-you-go principle / 

Mr. Atcer. That is right. In striving to seek logically, just plain 
common sense now, trying to arrive at the fairest way to pay for the 
roads, we here on the commitee, I believe—many of us—have come 
to the conclusion that a user tax is the right principle. So we con- 
cluded that the best tool we could conceive of, that is, some of us—I 
have—in this matter so far as the motorist goes, was a gasoline tax. 

Now my question then having to do with trucks: What is the fair- 
est tax on trucks and could it be—and I suggest this as a positive sug- 
gestion—weight mileage ? 

Mr. Marsn. Mr. Alger, I believe that that question is pretty well 
out of my province in answering it. 

Mr. Arcer. We have been pressing you today on a number of items. 

Mr. Marsu. That is a matter that we would have to do some figur- 
ing on because weight tax—you are talking about the ton-mile tax 
now ¢ 

Mr. Acer. That sort of idea. I am just thinking about the idea, 
not a specific breakdown at this moment. 

Mr. Marsu. I particularly would not favor the principle, and I 
don’t believe that in the places where it has been incorporated it has 
met with the success that some people think it has. I think the real 
een when you approach this matter of how are you going to 

tax the user, is to properly identify the user. I am a little shocked 
and surprised at the number of people who say they are not users 
because we still count. them as customers, and I think they are users. 
All I am suggesting is we just ought to pass it around a little more 
and get more people into it. 

Mr. Aucer. I appreciate your thought. 

Now if you were to agree just for the moment for the sake of 
thinking of this further that the we ‘ight mileage were a fair tax on 
trucks, then I come to what seems to me the logical conclusion: The 
tire is possibly the best toll that we know of or charge as user tax 
for weight mileage. Does that seem logical to follow / 

Mr. Marsu. We have no particular quarrel with the system of tax 
ing tires. I think that that—— 

Mr. Acer. I am just thinking of it from a fair standpoint now, 
not trying to pin you down. Does that seem fair to you‘ 

Mr. Marsn. I think probably since neither the truck nor automobile 
can move without it. I think that is probably as near an approach to 
the sure answer we can receive other than guessing that is, the sure 
answer which you have already eliminated. 

Mr. Fation. Mr. Wright. 
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Mr. Wrienr. Mr. Marsh, I think you have made an honest effort 
to answer each question that has been posed honestly and construc- 
tively. I appreciate the attitude you have displayed throughout this 
questioning. You know the problem that confronts us if we are go- 
ing to spend this much money on highways. We have to find some 
source of commensurate revenue. 

Now somewhere in your testimony you made allusion to the prob- 
ability of putting some small independent tire dealers out of business 
by the levying of this evil of taxation. Do you honestly feel that this 
tax as posed in this bill would result in putting some of the small 
independent tire dealers out of business ¢ 

Mr. Marsu. I think the greatest burden comes on probably two 
different individuals. Sometimes he may be one. I think basically 
as I tried to point out, I think the retreader faces a great burden be- 

cause he has a new reporting problem, a new taxing problem, and he 
is going to have a perpetual problem with his customers because, you 
see, all. tires aren’t marked alike. We have certain code numbers, 
like 28s, which mean a 28 carrying capacity. It is always going to be 
a problem as to whether this is understood or not. So I think he has 
a real problem in this retreading thing, plus his problem of having 
one part of his tires taxed and another part not taxed. 

The other part of the thing is, of course, the problem of capital 
financing on this thing because a man must do this, and even at 15 
cents 2 pound it becomes a pretty big thing on a fellow in the com- 
munity who really goes after the commercial tire business, and you 
do find that there are in each city in the United States a given number 
of leaders, generally a smaller group as compared to the overall num- 
ber, who definitely ‘spearhead the operation toward commerical tire 
business. He is going to be really hurt on this thing, and I think in 
some cases he is going to find himself at a tremendous disadvantage 
with his company-owned store who does not have the same problem 
and who is his biggest competitor for the commercial tire market. 
That is the thing we are afraid of. 

Mr. Wrieur. You have been confronted with several alternatives 

which xren’t really fair questions—I understand that—by members of 
the committee. TI would like to ask you this one from the viewpoint 
of the tire industry in general: We all recognize the importance of 
building more roads, the need for better roads. If it is determined 
that this general type, this general scale of taxation is the most equita- 
ble means of raising the necessary revenue and if you were confronted 
with choice between raising this $24 billion in the next 12 years to be 
spent on a 12-year period on the Interstate System, at this level of 
taxation and raising perhaps half that amount in new money to be 
spent in the next 12 years, at half this level of increased taxation 
which presumably might permit some of these independent people to 
keep their doors open, “which would be your choice ? 

Mr. Marsn. That is assuming that we are going to incorporate this 
in its present form as it is today without modification or without 
change. 

I think T would be unfair to my own people and to the people I rep- 
resent. if I didn’t do everything possible to provide for their security 
and for their staying in business because I think that is a sound pro- 
gram for the Government, too, to provide the means of keeping people 
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in business and provide a steady flow of taxation from its other sources 
other than this because we have other problems than highways. 

Somewhere between the two proposals there must be a medium or 
a compromise measure that can be reached which will bring the 15 
cents lan to 12 or 11 or 10 or somewhere around that that will broaden 
it out and still achieve—and I am ever mindful and I want to empha- 
size that Iam mindful of the problem that you must achieve this goal. 

Mr. Wricur. In other words, you do fee), though, that if this scale 
of taxation is determined to be the most equitable means by which we 
can raise the money and the only means by which we can complete this 
system in 12 years that if we were forced to a choice of completing it 
in a relatively longer period of time and scaling the level of taxation 
down to the point that the small-business man could stand it, that that 
latter would be a reluctant choice? 

Mr. Marsu. At least we would have the reason to believe that even 
with the mortality of small business which is something like 614 years 
or 5-year business that we would at least have some chance of getting 
a return on that; whereas if we forced the issue too quickly we may 
not even have those alternatives. 

Mr. Wrient. Thank you very much. That is all my questions. 

Mr. Fauton. Mrs. Blitch. 

Mrs. Burren. No. 

Mr. Faution. Thank you very much. 

Mr. Jones. I have one question, Mr. Chairman—short question : 

Mr. Marsh, is it your understanding that the tax proposal now 
pending before this committee will raise approximately $12,400 
million ¢ 

Mr. Marsu. Yes, sir. 

Mr. Jones. Is it your further understanding, Mr. Marsh, that of that 
$12,400 million every billion will be spent on interstate defense 
highways? 

Mr. Marsu. That is my understanding, sir. 

Mr. Jones. And the other categories of road will be frozen and no 
new money raised by these taxes will be utilized for acceleration con- 
struction of secondary or primary road system ? 

Mr. Marsn. I am not certain of that part, sir. 

Mr. Fauwon. I don’t think that is accurate. 

Mr. MoGreeor. Raising a point of order—of course, that is in the 
bill that is recommended before this committee because we have an 
increase on the ADC road, so to speak. 

Mr. Jones. But you don’t have an increase of taxation to take care 
of it. So it would actually follow if you don’t increase the taxes for 
the one category of roads you would omit it for the other categories. 

Mr. Faxon. I might say at that point that 20 percent of the amount 
is transferable to the other categories. 

Mr. Jones. Yes, and based on the further assumption, as I under- 
stand it, that the amounts regularly carried for the urban system will 
not be in this bill. 

Mr. Fation. Thank you very much, Mr. Marsh. 

Mr. Marsu. Thank you very much, gentlemen. 

Mr. Fation. Mr. Scherer. 

Mr. Scuerer. Mr. Chairman, Mr. Eric Weber is in the room. He is 
representative of the Ohio Petroleum Marketers Association from 
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Cincinnati. He doesn’t want to testify, but that association has a 
prepared statement which I would like to file and have made a part of 
the record this morning. 

Mr. Fatton. No objection. It is so ordered. 
(The statement referred to is as follows :) 


STATEMENT OF (OHIO PETROLEUM MARKETERS ASSOCIATION, INC., COLUMBUS, OHIO 


H. R. 7072, NOW RECEIVING CONGRESSIONAL CONSIDERATION, VIOLATES TRADITIONAL 
CONCEPT OF HIGHWAY FINANCING 


The members of the Ohio Petroleum Marketers Association, a trade associa- 
tion composed of individuals, partnerships, and companies engaged in the whole- 
sale and retail marketing of petroleum products and tires and other motor 
vehicles accessories in the State of Ohio, have long advocated the construction 
and improvement of local, State, and National highways. They have closely 
followed the various proposals which are currently pending or have been under 
consideration before the present Congress and particularly as they relate to the 
construction of Federal highways as an integral part of the national-defense 
system and to the various proposals which have been urged for financing the 
hugs sums which it is contemplated that the Federal Government shall expend 
on the proposed national highway program. 

Reflecting the expressions of its members, the directors of the Ohio Petroleum 
Marketers Association by appropriate resolution urged upon the Senators from 
the State of Ohio and upon Members of the House of Representatives from our 
State the following considerations: 

In the early days, and long before the invention of the automobile, roads were 
widely built throughout Ohio, as in other States, for the purpose of handling 
the mails, providing access to county seats and to public schools and religious 
services—in other words, as a necessary adjunct to our social, economic, and 
political life; 

That the cost of constructing and maintaining highways should not be 
regarded as the sole or special obligation and responsibility of those who operate 
motor vehicles as they are no longer a luxury but are a necessary factor in our 
economic life and a necessity even in the daily life of those of extremely limited 
income ; 

That, like the other excise taxes, the Federal excise taxes on gasoline, lubri- 
cants, tires, etc., were imposed as an emergency levy for general revenue pur- 
poses and the gasoline tax was subsequently increased to 2 cents a gallon to 
assist in meeting the financial exigencies of war, but with the assurance of their 
early reduction and repeal; 

That the proposal, as most recently contemplated, in H. R. 7072 for the 
expenditure of $13 billion of Federal money over the ensuing 14 years for the 
construction of Federal highways as a part of the program of national defense 
to be financed by increasing the Federal excise tax on gasoline from 2 to 3 
cents a gallon, increasing the Federal excise tax on diesel fuel from 2 cents a 
gallon to 6 cents a gallon, and by substantially increasing the excise taxes 
on tires, inner tubes, and tire-retreading material will impose a damaging and 
indefensible burden on the owners of motor vehicles of all classes; 

That owners of motor vehicles in Ohio, now paying the State gasoline tax of 
5 cents a gallon and the Federal tax of 2 cents a gallon, under the plan of 
tinancing as proposed by H. R. 7072 by adding an additional cent to the Federal 
excise tax will be required to pay an overall tax of 8 cents a gallon on all 
gasoline purchased by them—or a combined State and Federal excise tax of 
50 percent of the price of gasoline measured by the current Ohio tank-wagon 



















































price ; 
That as a class the owners of motor vehicles yield to no element of our 
population in their patriotism and their willingness to bear whatever tax j 


burdens it may be necessary to impose upon the public generally for the defense 
of this country, but it is submitted that there exists no rational basis for selecting 
them as a distinct group to pay the cost of an extensive highway system intended 
as a part of the program of national defense ; 

That the members of the Ohio Petroleum Marketers Association reassert their 
interest in all highway problems and their desire to give their full support to a 
national program of highway development rationally planned and efficiently con- 
structed whose cost shall be shared in equitable proportions by the public gen- 
erally as well as the highway users who will participate in its benefits. 
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The directors of this association respectfully urge that the foregoing statement 
be given careful and complete consideration by those whose responsibility it 
will be to vote on this proposed legislation. 

Mr. Fatxon. Is there a representative of the National Association 
of Motor Bus Operators? 

Mr. Scorr. Yes, Mr. Chairman. 

Mr. Fauion. Mr. Scott. 


STATEMENT OF JACK GARRETT SCOTT, GENERAL COUNSEL, 
NATIONAL ASSOCIATION OF MOTOR BUS OPERATORS 


Mr. Scorr. Mr. Chairman, gentlemen of the committee—— 

Mr. Fatton. Mr. Scott, would you give your name and title. 

Mr. Scorr. Jack Garrett Scott. I'am general counsel of the Na- 
tional Association of Motor Bus Operators. 

Mr. Gentry. Would you get a little bit closer to those microphones? 

Mr. Scorr. Is that better, sir? 

I am general counsel of the National Association of Motor Bus 
Operators, which is a national trade association for the intercity 
motorbus industry. 

Our association represents, directly or through affiliated State as- 
sociations, some 1,000 companies who provide the vast majority of 
intercity or interurban transportation by motorbus. Our members, 
who supply the only means of public transport to thousands of com- 
munities, are to be distinguished from the companies which are en- 
gaged principally in providing urban mass transportation. The latter 
are represented by a separate organization, the American Transit 
Association. 

Intercity motorbus companies carry an annual total of passengers 
considerably in excess of the number transported by rail coach, ex- 
clusive of commutation services. Despite the large volume of pas- 
sengers transported, our industry is made up essentially of small 
businesses. Of the approximately 760 intercity carriers who are re- 
quired to report to the Interstate Commerce Commission, only 175, or 
less than a fourth of the total, have annual gross revenues of $200,000 
or more and are designated by that Commission as class I carriers. 
Almost a half of the 760 reporting companies have gross revenues of 
less than $50,000 per year. 

Asa result of steadily increasing costs and some declines in revenues, 
the vast maiority of intercity bus companies are in a precarious finan- 
cial condition. Taken as a group, the 760 carriers with gross revenues 
of less than $750,000 in 1954 finished that year in the red. In other 
words, almost 90 percent of all the carriers, regarded as a group, 
incurred a net deficit in 1954. 

One of the important reasons for this situation is the crushing bur- 
den of State highway use taxes which are borne by auto carriers. The 
average intercity bus, if it were to operate exclusively within the 
boundaries of a ‘single State, is assessed an average of $1,241 a year 
in State highway use taxes. But most intercity bus companies must 
carry interstate and intrastate passengers in the same vehicle both 
for the convenience of the passengers and because of the economics of 
the business. 

For this reason, some of our buses are assessed full registration fees 
in as many as 8 States, all paid on the same vehicle, in spite of the 
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fact that a very small proportion of its mileage is operated in any 1 
of those states. 

Obviously, it would be impossible to confine the operation of each 
vehicle to a single State, thus forcing interstate passengers to change 
at State lines. 

To this burden of State imposts must be added an annual total of 
$485 per bus in present Federal excise taxes on new vehicles, fuel, and 
tires. The proposed increases of 1 cent on gasoline, 4 cents on diesel 
fuel, 10 cents per pound on tires and tubes, 714 cents on retreaded 
tires, and 2 percentage points in the tax on new buses would increase 
the annual total of Federal levies to $1,182 on the average bus. Com- 
bined with the State highway use taxes, the total tax bill would 
amount to $2,423 per bus per year, making no allowance for dupl'cat- 
ing State taxes or for the greater increases in Federal levies contained 
in H. R. 7072. 

If the tax increase recommended by the subcommittee should be 
imposed, their total would amount to more than 50 percent of the en- 
tire net income of the intercity bus industry for the year 1954. The 
full effect of such increased levies is made more apparent when it is 
considered that the smaller motor carriers would have to pay them 
the same as the larger carriers, which would merely serve to increase 
their present deficits and soon result in the complete destruction of 
the 90 percent of them who are now operating at a loss. 

We recently undertook a study of the public passenger transporta- 
tion service available in 669 incorporated places located in 136 coun- 
ties throughout the country. These areas were selected indiscrimi- 
nately. An average of almost 13 intercity bus schedules per day 
are available in 447 of these communities, or two-thirds of the total. 
By contrast, no rail passenger service of any sort is available in 56 
percent of these communities. Where there is such service, there 
is an average of slightly more than 4 trains per day, or about 2 in 
each direction. 

It should also be borne in mind that intercity buses provide the 
cheapest form of public transport. The average fare is only slightly 
more than 2 cents per passenger mile. Consequently, a majority of 
our passengers are in the lower income groups, many of whom cannot 
afford the more expensive modes of travel by train, plane, or private 
automobile. 

Any increase in our present intolerable tax burden will immediately 
put many carriers, particularly the smaller ones, out of business and 
will hence deprive thousands of communities of their only means of 
public transport. Because of the extent to which we serve these lower 
income groups, it would be impossible to pass on the increased costs 
in the form of higher fares. 

This fact has already been recognized by two States, Wisconsin and 
Michigan, where newly enacted statutes relieve bus carriers of a por- 
tion of the increases in State taxes. Similar legislation was proposed 
in a report prepared by one of the New York public service commis- 
sioners. 

These steps have been taken in an effort by the State legislature to 
preserve the essential services rendered by intercity buses. 

Of particular importance to us is the proposed increase to 6 cents 
per gallon on diesel fuel. An estimated 60 percent of our mileage is 
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operated with diesel-powered vehicles, and the proposed 3 cents differ- 
ential between the taxes on gasoline and diesel fuels seem to us to be 
clearly unreasonable and discriminatory. 

This proposed 6-cent levy, when added to the State taxes now in 
effect in 30 States and the District of Columbia, produces a total tax 
yer gallon only about 1 cent below the cost of the fuel itself. In 13 
States the total tax would be equal to or in excess of the cost of the 
fuel. 

The intercity bus industry is and always has been ready to pay its 
proper share of the costs of the highways it uses. Recent studies made 
in several States show uniformly that it is now paying as much as or 
more than that proper share on the basis of any of the accepted methods 
of computing its public responsibility for such costs. 

Our industry feels that the increases in Federal levies under con- 
sideration would be unfair and discriminatory and largely destructive 
in view of the economic plight of the vast majority of its members 
who are now providing this essential service in large measure for the 
benefit of lower income groups. 

In view of the facts which I have stated and the precarious situation 
in which we find ourselves as an industry, we respectfully request and 
urge that common carriers of passengers by motorbus be exempted 
from the proposed increases of Federal taxes on fuel and tires in order 
that we may continue to render this essential service. 

If an exemption from increase in any levies is impractical, we re- 
spectfully request the inclusion of a provision for refunds equivalent 
to any taxes imposed. 

That concludes my statement, Mr. Chairman. 

Mr. Kivezynsxt. Mr. Chairman. 

Mr. Fatton. Mr. Kluczynski. 

Mr. Kiuczynsxt. Mr. Scott, is the CTA or Chicago Traction Au- 
thority a member of your association ? 

Mr. Scorr. I-am not sure. 

Mr. Kuvczynsxi. Are you acquainted with the legislation just 
passed by the Illinois Legislature which, as it adjourned last week on 
June 30, enacted legislation to refund the State tax to the Chicago 
Traction Authority so they could operate at a profit instead of a loss? 
Are you acquainted with that legislation ? 

Mr. Scorr. I know about it-only in a most general way. 

Mr. Kuvczynskti. Well, you see, the Chicago Traction Authority 
operated at a loss, and rather than raise the fare, the newly elected 
mayor went to the legislature and had the legislature pass it so that the 
State of Illinois could refund the State tax to the Chicago Traction 
Authority and it is therefore operating at a profit. Now if we enact 
this legislation by increasing the tax of a penny, they will operate in the 
red again. Is that true? 

Mr. Scorr. I assume our situation will be largely the same as it is 
now, but if these increases that are proposed are added to our present 
situation, it would be helpless. I have it on authority from our Mr. 
Hosea that Chicago Traction is not a member of our association. 

Mr. Fation. Excuse me. I believe the Chicago Traction Authority 
is a member of the American Transit Association. 

Mr. Scorr. I understand it is, sir. 
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Mr. Fation. They are to appear here tomorrow. So if there are any 
questions with regard to transit companies that are operating in large 
cities, please hold ‘them tomorrow. 

Any there any questions to my right ? 

Mr. Sarru. Do you propose there be an exemption of some type on 
the increase in the gas taxes which have passed or the fuel taxes passed 
by this committee and that it is proper to refund on an increase in that 
tax and also on the entire present tax ¢ 

Mr. Scorr. In my opinion, it should be because of the position in 
which the industry finds itself. 

Mr. Samirru. In relation to the proposed increase in diesel fuel, what 
would you say was the mileage— 

Mr. Scorr. Sixty percent of our industry mileage is used by diesel- 
powered equipment—approximately 60 percent. We have no exact 
figure. 

Mr. Smiru. The proposal is made here on the so-called plan ap- 
proved by the subcommittee to improve the diesel tax by 4 cents, an 
increase of 200 percent, whereas the gas-tax increase is 50 percent. 
Do you see any sn ation for that type of increase / 

Mr. Scorr. No, si 

Mr. Fauion. Mr. ‘Steed. 

Mr. Streep. Mr. Scott, do any of your members operate over toll 
roads ¢ 

Mr. Scorr. Yes, sir. That is the exception rather than the rule, but 
they do. 

Mr. Sreep. Are you allowed to make an extra charge ¢ 

Mr. Scorr. My understanding is that we absorb the toll charges 
in the fare which amounts to us then.as another cost of operation. 

Mr. Steep. Are you familiar enough with that situation to know 
whether these routes running over toll roads are profitable ¢ 

Mr. Scorr. Well, Mr. Steed, I have a letter here which I just received 
today from the president of Missouri, Kansas & Oklahoma Coach 
Line. In its operation between Tulsa, Okla., and Oklahoma City, 
over the new highway which was opened about 2 years ago, they have 
found by making a very careful study of their operations that they 
have lost $10,000 per month in revenue because of their use of the 
toll road. 

Mr. Streep. The reason I asked the question is, I think since we are 
talking here about a superhighway system that would be similar in 
nature physically to toll roads, that perhaps the figures as to their 
operating experience over toll roads would be a pretty good yardstick 
to use in determining what the situation would be nationwide if we 
could get such a system going. So I would hope you would have some 
operating experience rec cord from the toll roads already that you could 
give us so we could have that to compare with. 

Mr. Scorr. Well, I rather think, sir, that we can. Whether we can 
give you a complete set of figures or not, I don’t know. But I should 
like to have the privilege of coming up with whatever we can get 
together and presenting it to you. . 

M: iy I make an explanation as to why limited-access highways are 
not good for the bus industry: 

Very briefly the meat of the business of the intercity bus industr \ 
is the serving of small intermediate towns within places of larger size. 
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If bus operators start operating over a toll road or a limited-access 
highway, then your schedules to serve these small towns must neces 
sarily be decreased. By not serving the small towns, he doesn’t get 
the revenue he was to get from the small towns. Consequently, the 
more he uses the toll way or the limited-access highway, the less his 
revenues are. 

So that is why Mr. Allen says that their revenues between Oklahoma 
City and Tulsa in the last 2 years have gone down $10,000 a month. 
That, I think, is the reason for it. 

Mr. Streep. Don’t you agree that a bus toll experience on the total 
operation would be a good experience yardstick for us to use on the 
actual benefit of the road system ¢ 

Mr. Scorr. I doubt if I could go that far. I could get all the facts 
together on that subject and let you do it, but I couldn’t make ar 
assertion one way or another as to whether it would be a good idea 
or not a good idea as a yardstick of taxation. 

Mr. Steep. Well, a proposition has been brought up here that this 
system of superhighways would be beneficial to your members. Cer- 
tainly if that is true, toll roads would be beneficial to the extent that 
a superhighway is beneficial. 

Mr. Scorr. Well, we don’t agree that they are beneficial to our 
interest. 

Mr. Streep. By the same token, the experience on a toll road would 
be the best proof that they are not beneficial. 

Mr. Scorr. Yes; I think probably that is true. 

Mr. Fation. Mr. Dondero. 

Mr. Donpero. Mr. Scott, you mentioned some law passed recently 
by the Michigan Legislature. 

Mr. Scorr. Yes, sir. 

Mr. Donvero. Which was of some benefit to your business. Can 
you translate that in dollars? What does it mean now in dollars by 
way of benefit ? 

Mr. Scorr. We don’t have that figure available, Mr. Dondero. It 
is a recently enacted statute, and we haven’t had any opportunity to 
make a study of its probable results. 

Mr. Donvero. What particular tax burden does it relieve you of ? 

Mr. Scorr. The increases which were adopted by the Michigan 
Legislature applicable to other uses. 

Mr. Donpero. But exempted 

Mr. Scorr. Exempted the intercity bus industry from those in 
creases. That was similar to the request which we have made here. 

Mr. Fatiton. Mr. McGregor. 

Mr. McGrecor. Getting “back to Michigan, do you know of any 
statute or any organization of your organization which is worse off 
financially than the Federal Government ? 

Mr. Scorr. Well, it couldn’t be much worse off than our industry. 
We don’t have any credit. Now the Federal Government has credit, 
but we don’t. 

Mr. McGrecor. The thing I am trying to get at is everybody seems 
to want—and let me ask this question: Are you in favor of a road 
program ¢ 

Mr. Scorr. I am in favor of the road program to this extent 


Mr. McGreeor. You are in favor of a road program “but,” is that 
the story? 
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Mr. Scorr. Yes. There is a “but.” I advocate improvements in 
the highways to the extent that it is necessary in the interests of the 
public defense, to the public welfare generally, and other highway 
users who would benefit from it. But I am not in favor of it to the 
extent which would put our industry out of business. 

Mr. McGrecor. I don’t think there is a single member of this com- 
mittee that is in favor of putting any group out of business, but I 
think we have all scuiieail that if we have a road program somebody 
is going to have to pay for it, and I have been here all afternoon and 
I haven’t found anybody that isn’t in accord with taxing the other 
fellow except me, and that is going to be your category. 

That is the reason that I raise the question: Do you know of anyone 
that is in worse financial status than the Federal Government ? 

Mr. Scorr. Yes, sir. The bus industry. 

Mr. McGrecor. Well, I respect you for being honest. Of course, 
we are going to check on that. 

So I raise this question: What do you have to suggest if we are 
going to have a highway program, who are we going to tax except you ? 

Mr. Scorr. Well, I felt for a long time, sir, that there are many, 
many substantial benefits which grow out of improved highways ex- 
cept those that accrue to the users of highways. We have the Gov- 
ernment as a national-defense proposition, as a general economic 
matter. There has been some evidence this morning, some discussion 
ceneerning benefits that would accrue to certain parts of the motor- 
carrier industry. Those benefits should be determined and taxes 
should be levied upon the basis of benefits. 

Now, in our case there are no benefits as we view it. 

Mr. McGrecor. Now, if I can interrupt. Can you show me any 
legitimate reason why the passenger-car operator on utilities on excise 
taxes should be taxed 10 percent and the buses and trucks only 8 per- 
cent? Can you tell me why that should be? 

Mr. Scorr. On what? 

Mr. McGrecor. Under the existing law, you have an 8 percent excise 
tax on trucks and buses, 10 percent on automobile vehicles. Now why 
should that be 2 percent higher ? 

Mr. Scorr. I see no reason to justify it. 

Mr. McGreecor. Then you don’t object to the increasing of that 8 to 
10 percent ? 

Mr. Scorr. We wouldn’t object too seriously to that. 

Mr. McGrecor. Fine. You are honest. I compliment you on that. 
Mr. Scorr. We might not be able to pay it, but we wouldn’t object 
to it. 

Mr. McGrecor. I didn’t hear your last remark. 

Mr. Scorr. I said we might not be able to pay it. but we would not 
object to it. 

Mr. McGrecor. You are probably more able to pay it than the Fed- 
eral Government. 

I think you will agree with me that we need a road program, don’t 
you ¢ 

Mr. Scorr. Yes, sir. 

Mr. McGrecor. Now, whom are we going to tax to get the money ? 

Mr. Scorr. The people who benefit from it. 

Mr. McGrecor. All right. Well then, will you designate who the 
people that benefit—if we are going to tax you people, what do you 
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do? You go to your Public Utility Commission and increase your 
rates, don’t you ? 

Mr. Scorr. No, sir. 

Mr. McGrecor. All right. What do you do? 

Mr. Scorr. Very seldom do we increase our rates, because we can’t. 
We have an actual ceiling on our fares beyond which we can’t go. 
Our main competition is not the railroads or the airlines or anybody 
else, except private passenger automobiles, and the minute we raise 
our fares so the man with the private passenger automobile can travel 
more economically than he can on the bus, we come to a situation of 
diminishing returns. So the higher we increase our fares, the lower 
our revenues, the fewer passengers. 

You find that so vividly in the transit system all over this country. 
Every time they increase a fare, they decrease their gross revenues 
and the number of passengers that they transport, and that is what 
would happen to us. We can’t do it. 

Mr. MoCib0s: Well, you know the thing I would like to have 
somebody come up and tell us is not only to build roads and put an 
equitable tax on them. You are opposed to it and other people are 
opposed to it, but they still want roads. Now how can we do that? 
What do you recommend ? 

Mr. Scorr. I wish I were wise enough to answer your question. 

Mr. McGrecor. I yield to my friend from Pennsylvania. 

Mr. Busu. I believe the roadbuilders themselves should pay the bill. 

Mr. Scorr. That is an excellent idea. I will subscribe to that. 

Mr. McGrecor. Well, I would like for somebody to tell us. I think 
this committee is here with the concrete evidence that we need roads, 
but we need someone to tell us how we can get those roads without 
hurting anyone. Personally, I think the Clay bill would give it to 
us. We are not going to put any tax on anybody. That seems to 
have gotten into a political situation, and I pay high regard and 
respect to our distinguished chairman. 

Mr. Fatton. I must say to that point if we got to a political situa- 
tion it wasn’t in the House. It was killed in the Senate. 

Mr. McGrecor. I think you are honest. The thing I would like 
to have you do is help us to determine what type of a tax we can put 
up for 20 or 25 billion dollars so that we can have a road program. 
If you do that, we have found—what do they say—utopia; we have 
found it. 

Mr. Scorr. I will be very happy to do anything in my small way 
and with my facilities to be helpful in that connection. 

Mr. McGrecor. But please don’t get into this category: I am in 
favor of good roads; tax the other fellows, but don’t tax me. I am 
afraid some witnesses have gotten into that category. 

Mr. Scorr. I must come back to my original premise, and that is 
that those who benefit by it should pay in proportion to the benefits. 

Now, there have been studies made of that subject in the years 
gone by. The most intelligent and constructive ones 

Mr. Fatuon. Any questions on my right? 

Mr, Scorr. Pardon me. 

Mr. Fatiton. Any further questions? 

Mr. Thompson. 
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Mr. TuHompson. I want to ask the witness if he knows of some other 
means of helping to finance this program ? 

I would like to ask this witness, as previous witnesses have all indi- 
cated the importance of this highway system as far as national defense 
is concerned, wouldn’t you consider certainly that some of these funds 
should come from the same source as other funds for the rest of our 
national defense program ? 

Mr. Scorr. It would seem to me to make sense to consider that very 
seriously. 

Mr. Faxon. Any further questions on my left? 

Mr. Mack. Mr. Scott. 

Mr. Scorr. Yes, sir. 

Mr. Mack. If the revised Fallon bill submitted by the subcom- 
mittee should be adopted into law, what would tax measures in that 
bill cost the companies which you represent ? 

Mr. Scorrt. I think that was stated—no, 

How much would it deprive the Treasury of, do you mean? 

Mr. Mack. Yes. 

Mr. Scorr. $7,052,000 a year. 

Mr. Mack. Are there witnesses of the transit companies of the 
cities? They will give us a statement ? 

Mr. Scorr. I understand. 

Mr. Mack. We will know how much they are to lose. 

Mr. Scorr. I understand. 

This has to do only with intercity buses, but it has to do with over 
$7 million a year. 

Mr. Mack. Do you have any idea of what percentage of your buses 
operate on other than interstate roads? 

Mr. Scorr. No; I am sorry to say, I have no figures on that. 

Mr. Mack. That is all, Mr. Chairman. 

Mr. Donpero. Mr. Chairman, would you yield to me long enough to 
ask one question ? 

Mr. Thompson asked you a question and you answered in this way, 
that you felt perhaps the people who provide the taxes for the Govern- 
ment in other sources should also provide taxes in this road bill be- 
cause they, too, will benefit from it. Is that the situation? 

Mr. Scorr. Well, the situation is this: To the extent which the Fed- 
eral Government itself benefits from this, the Federal Government 
should pay for it by general taxation. 

Mr. Donvero. And that means that it could be borne either by direct 
taxes or 

Mr. Scorr. Either way, I would think it could be done. 

Mr. Donvsro. That is all. 

Mr. Fation. Any other questions on my left? 

Mr. Cramer. You stated the basic proposition that they should pay 
according to benefit. 'To what extent will the increased cost resulting 
from this increase taxation to your industry in your opinion be offset 
by a decreased cost of operation resulting from Federal roads available 
for your use? 

Mr. Scorr. I don’t believe I can answer that category either, sir. 

I can’t tell you how much in actual costs decreases would occur. I 
think in net result it would be injurious and not beneficial because 

of the decrease in the revenues which I have stated. 
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Now, by and large, we wouldn’t obtain any benefit in labor cost 
because, generally speaking, we pay our drivers by the mile and not 
by the hour. But I have no figures there that I could rely upon at the 
moment to answer your question. 

Mr. Cramer. You have no figures you could give to this committee 
as to how much in dollars you believe it would save your industry in 
maintenance and other costs as a basis possibly for this committee to 
determine how much taxes you might be able to absorb, if any? 

Mr. Scorr. That is similar to the question asked me by Mr. Steed, 
T think, and we will attempt to get some facts and figures together 
upon which we feel that you can rely. 

Mr. Cramer. Thank you. 

Mr. Scorr. And we will be glad to submit a statement of the results 
of that study. 

Mr. Cramer. Thank you. 

Mr. Fautton. Mr. Scherer. 

Mr. Scuerer. Did I understand you to say, Mr. Scott, that you 
represented about several hundred small operators with less than 
50,000 annual income who would be put out of business if this tax 
is imposed ¢ 

Mr. Scorr. Well, my statement was that 670 carriers with gross 
revenues of less than $750,000 a year operated at a deficit last year. 

Mr. Scurrer. Maybe I am mistaken, but I thought you said that 
there were about several hundred small operators who had less than 
50,000 annual income who would be put out of business. Did you 
make that statement ? 

Mr. Scorr. I made the statement there were 760 of our carriers 
who have gross annual revenues of less than $50,000. Now I rather 
assume that most of those are included in the 670 that I say had been 
operating at a deficit. 

Mr. Scuerer. You wouldn’t include Greyhound as one of those? 

Mr. Scorr. Greyhound is one of the larger operators. 

Mr. Scuerer. Do you represent also in your association the transit 
companies ¢ 

r. Scorr. No, sir, except the companies in some of our intercity 
carriers are also engaged in the local transit business in certain areas. 

Mr. Scuerer. No further questions. 

Mr. Fauion. Any further questions on my left ? 

On my right? 

Mr. Gentry. Mr. Scott, you said you don’t represent Greyhound ? 

Mr. Scorr. Greyhound is a member of our association. 

Mr. Gentry. They are? 

Mr. Scorr. Yes, sir. 

Mr. Gentry. Are they on the rocks financially ? 

Mr. Scorr. No, I don’tthink so. 

Mr. Gentry. I notice they take full-page ads in lots of leading 
magazines. 

r. Scorr. I have seen them. 
_ Mr. Gentry. Yes. How many more major companies do we have 
in the country that you represent 
_ Mr. Scorr. There is a system rather than a company which I think 
is the largest competitor to Greyhound. 
Mr. Gentry. What is that? 
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Mr. Scorr. It is called the National Trailways System. 
Mr. Gentry. Trailways, yes. Those two companies just blanket the 
country, don’t they ? 

Mr.Scorr. Yes, they operate almost all across the country. 

Mr. Genrry. Now you stated that you just simply couldn’t raise 
your fares. Yet you stated at the same time you furnished the 
cheapest transportation in the country, just approximately 2 cents, 
because you are in competition with the private car owner. You know, 
of course, I suppose that it costs about 8 cents a mile to operate an 
automobile. That isa tremendous margininthere. Yousay youcan’t 
raise yours at all. 

Mr. Scorr. We have to consider the man, his wife and three children. 
Eight cents a mile seems less than two cents a mile per person. 

Mr. Gentry. Yes, but there are lots of single people moving, aren’t 
there ? 

Mr. Scorr. Too many of them. 

Mr. Gentry. Don’t they run with you? 

Mr, Scorr. A lot of them still do, not enough of them. We wish we 
could get them all back. 

Mr. Gentry. Like the gentleman from Ohio, Mr. McGregor, I am 
impressed. I have been seeing statements by Mr. Humphrey and 
various people from both parties about the great condition of the 
country, the national product is greater than ever, business is bigger 
than ever, and we haven’t had a segment of people, group of people 
who operate on the main highways but what have come here today 
and said they are bad off financially. That includes everybody. 

Mr. Scorr. That is the actual fact. 

Mr. Gentry. That includes everybody, big truck operators. I as- 
sume the small ones will say the same thing ? 

Mr. Scorr. I can’t answer for them. 

Mr. Gentry. So the condition of the country is not reflected by any- 
body who uses highway transportation ? 

Mr. Scorr. The condition of the country, its fine economic condition, 
so far as we are concerned, has been demonstrated by the tremendous 
increase in the number of private automobiles, and that has served 
to our detriment. 

Mr. Gentry. Now, Mr. Scott, you said the limited access road was 
not good for your companies, your business. Yet you testify that 
you are using even not just limited access roads but limited access roads 
that are toll roads, even paying for the privilege. Why? They have 
got the old roads still there. They have always got old roads. 

Mr. Scorr. That, except for the through passenger, is the best one 
to use—the old local road. 

Mr. Gentry. Why aren’t you using it? Why are you finding it 
important enough to pay a toll? Do they charge you a toll just like 
they do the truckers, the same price ? 

Mr. Scorr. I don’t know. I think they are on a different scale some 
way or another, but I don’t know what it 1s. 

Mr. Gentry. You don’t know about it? 

Mr. Scorr. No. 

Mr. Gentry. What is the weight of your big bus empty ? 

Mr. Scorr. Empty? About 21,000 pounds empty, on the average. 
Mr. Gentry. That is all. 
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Mr. Faxon. Mr. Alger. 

Mr. Avcer. I have a few brief questions. 

Some of us subscribe to the principle that good roads are income 
producing. They are earning assets, as Secretary of the Treasury 
Humphrey said. Do you believe that ! 

Mr. Scorr. Yes,sir. Tosome people. Not to bus operators. 

Mr. Auger. Do you mean to tell me good roads are not income pro- 
ducing to bus people ? 

Mr. Scort. I mean, that is for duplicate highways. 

Mr. Acer. You do not think those are income producing to buses, 
the expressways ¢ 

Mr. Scorr. No, sir. 

Mr, Arger. Allright. I will move on to another point. 

Would you say, as some of us have heard testimony before this 
committee already, that the cost of the roads is already being borne 
by depreciation to trucks, buses, and automobiles? Do you believe 
that is a possibility ? 

Mr. Scorr. It may be a possibility, but I do not have the information 
on it. 

Mr, Auger. Can you conceive the thought that the tires on your 
equipment now are being beaten to death by chuck holes in the roads 
and the loss of equipment through accidents, as compared with the 
new superhighways, where this will not be the case? To cite one 
example, one-seventh of the accidents occur on the New Jersey Turn- 
pike as do throughout the rest of the State of New Jersey. Still, you 
do not feel the cost is being borne by you and your equipment in the 
big buses and the terrific wear and tear they must take with hitting 
all of the uneven spots in the pavement? You do not think it iscosting 
that in depreciation ? 

Mr. Scorr. It might be, but I do not think it saves us any appre- 
ciable amount in the net result. 

Mr, Arcer. That is all. 

Mr. Wricut. Mr. Scott, I think you testified that the majority 
of the members of your association are relatively small bus operators. 

Mr, Scorr. Yes, sir. 

Mr. Wricur. By “small” I believe you identified them as being 
below $50,000 annual income? 

Mr. Scorr. I used that figure here in one connection in my state- 
ment, but we adopt a category in our own shop which is different 
from that used by the Interstate Commerce Commission. We classify 
everybody above $750,000 as a large one and below that as a small 
one. 

Mr. Wricut. What percentage of your members are below $750,000 ? 
Just roughly. 

Mr. Scorr, Practically 90 percent. 

Mr. Wricut. Here is a question I wanted to ask you. Your people 
get out into the byroads and many of them, I presume, serve terri- 
tories within a State, and some of them do not even cross State lines, 
I assume. 

Mr. Scorr. There are a good many intrastate operators, 

Mr. Wricut. Many of them operate intrastate and some of them 
interstate, but they go to these little hamlets and small towns which 
are not served by some of the bigger intercity lines. Is that correct? 
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Mr. Scorr. That is correct. 
Mr. Wricut. Which is not the projected plan for this Interstate 
Highway System. Do you know just what road surface it embraces? 

Mr. Scorr. In a very general way only. 

Mr. Wricurt. I assume there are some 3 million miles of paved 
highway surface in the country. Of that 3 million miles of paved 
highway surface, the proposed Interstate System comprises some 
40,000 miles. 

Mr. Scorr. I am familiar with that fact. 

Mr. Wrient. And you know generally where it goes? 

Mr. Scorr. Yes, sir. 

Mr. Wrieut. Would you say there are any substantial numbers of 
your members who do not use that specific Interstate System to any 
great extent? 

Mr. Scorr. In my opinion, and from the information I have always 
had, I would say most of them would not use the Interstate System. 

Mr. Wricut. Thank you. I wanted to ask one other question. 
You understand, of course, if we build roads we have to raise revenues. 

Mr. Scorr. Yes, sir. 

Mr. Wricut. Yet you have suggested to us that these intercity 
buses that do use the regular Federal-aid highways, the primary and 
secondary roads, I presume to a considerable extent should be refunded 
that portion of their taxes simply to keep them in business as a service 
to the people. Is that your idea 

Mr. Scorr. Yes, sir. It is our primary idea. 

Mr. Wricut. You do not maintain your members are not accustomed 
to using the regular Federal-aid highways, do you? 

Mr. Scorr. Oh, no; of course, practically all of our operations are 
scheduled between fixed termini over definite routes, and I have no 
doubt every mile of the 40,000 miles on the Interstate System is used 
by some bus operator. I am talking in terms of averages and the 
numbers of operators when I said that probably a very small portion 
of the number of our operators used the Federal Interstate System. 

Mr. Wricut. The only justification then that there would be for 
vour request that we should refund the portion of the taxes paid by 
these intercity bus lines, would be simply as a convenience to the public 
in order that they might have cheaper transportation available to 
them. It is not on the strength of the fact that you are not using the 
highways? 

Mr. Scorr. No, not at all. 

Mr. Wricnt. Yet you do feel that a majority of your members, while 
using the regular Federal-aid primary and secondary highways, do 
not use this 40,000 miles allocated for the Interstate System to any 
great extent ? 

Mr. Scorr. Most of the members in numbers would not use the 
Interstate System. 

Mr. Wricut. Thank you very much. 

Mr. Gentry. There would be more bus operators on the Interstate 
Highways than on any other highways in the United States. There 
are today far more, because that is where the people are. 

Mr. Scorr. I do not know that that is so. Of course, you must re- 
call that in the interstate service all of the carriers are certificated by 
routes. The Interstate Commerce Commission since 1935 has been 
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careful to allow not too much competition between certificated carriers 
between the same termini. As to the number of buses, I cannot 
answer your question. 

Mr. Gentry. Thank you very much. 

Mr. Scorr. Thank you very much for the privilege of being here. 

Mr. Faxon. Is the representative of the National Oil Jobbers 
Council in the room ? 


STATEMENT OF OTIS H. ELLIS, REPRESENTING THE NATIONAL 
OIL JOBBERS COUNCIL 


Mr. Fatuton. Would you give your name to the reporter, please? 

Mr. Exxis. My name is Otis H. Ellis. 

Mr. Fauuon. Mr. Ellis, I see there is a card here that a Mr. J. M. 
Clark is here in the room representing the same organization. 

Mr. Areer. He asked that Mr. Ellis be allowed toappear. I did not 
know whether he was on the program, but 1 wanted you to know he was 
here. 

Mr. Fauton. Mr. Ellis, Mr. Clark was here and wanted to know 
if you will testify. 

{r. Ex1u1s. Yes. Mr. Clark represents one of the State associations 
which is affiliated with the national organization, which I speak for 
here today. 

For the record, my name is Otis H. Ellis. I maintain offices at 1001 
Connecticut Avenue here in the city of Washington. I am appearing 
here today as general counsel for the National Oil Jobbers Council. 

I would like to state at this time that I do not have a prepared 
statement, but my associate filed a written request with the clerk of 
this committee last Friday afternoon, as soon as notice was put out 
that hearings would be held. The clerk advised my associate that the 
American Petroleum Institute would speak at these hearings for the 
whole oil industry. This morning at 11 o’clock I found out that the 
National Oil Jobbers Council was listed to appear as a witness. Under 
such circumstances, I did not have an opportunity to prepare a state- 
ment, and with your indulgence I will try to shoot from the hip as 
best I can. 

I have seen from some of the questions propounded to the witnesses 
here today that maybe you are seeking statistical information and 
some detailed information that lack of time has prohibited my being 
able to come in with. For that I apologize and would state now that 
on these questions which I am not in a position to answer I will 
attempt to supply that information at a later date. I do not know 
whether I can get it in here before the Speaker wants this bill out of 
the committee or not, but I will do my best. 

I would like to state at this time that I have here, and we had pre- 
viously prepared, some readily available information which I think 
might be of interest to the committee. On one sheet here we have the 
State highway-user revenues and other receipts applicable to high- 
ways covering the year 1953, broken down by States. I thought that 
might be of interest to the people on the committee. 

In addition to that, we have prepared an itemization by States of 
the gasoline taxes now in effect in the various States. I thought that 
might be desired by the committee for ready reference. 
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In addition to that, we have prepared for the years 1950, 1951, 1952, 
1953, and 1954, the Federal automotive excise-tax collections and reg- 
ular Federal highway-aid payments. We have those broken down b 
the various sources. Of course, that is our Federal income. We have 
it broken down by automobiles, trucks, and buses, parts and accesso- 
ries, tires and tubes, and so forth. I thought that it might be helpful 
to you gentlemen, who have been dealing with general figures here, 
so that you might be able to see at firsthand what the itemizations 
were. 

In addition to that, I have here a compilation of the local gasoline 
taxes. I distinguish that from State or Federal taxes. They are 
local gasoline taxes imposed by cities or counties. I have that broken 
down by States, counties, and municipalities. 

I might state that as to the figures on the automotive taxes, the 
source is the Bureau of Public Roads; and the source on this other 
information is the best we have béen able to compile with limited 
staffs at our disposal. 

Mr. Dempsey. Mr. Chairman, we have all of that information from 
the Bureau of Public Roads. 

Mr. Buatnik. Yes. 

Mr. Extis. I thought you might like to have it for ready reference, 
now, Mr. Dempsey. I do not mean to burden the committee with this 
information, and if it is not too much of a burden, since these are 
the only public hearings on the revenue aspects, I would like to have 
this included in the record as exhibits to my testimony. 

Mr. Biatnik. Without objection, it is so ordered. 

Mr, Exuis. Thank you. 

(The information referred to is as follows :) 


Locat GASOLINE TAXES: List or STATES, COUNTIES, AND MUNICIPALITIES WHICH 
Levy a Tax oN Moron FuEt SHOWING TAx RATE AND PURPOSE FoR TAx LEVY 


The Federal Government levies a 2-cent per gallon tax on gasoline. This tax is 
in addition to State and local taxes listed below. 


ALABAMA 


State tax on gasoline is 7 cents per gallon; State tax on lubricating oil is 2 
cents per gallon. 


County gasoline tages 








Local tax Purpose of 
County per gallon tax levy 
Cents 
UNO cian ee oe es cteenete Ee dediecee diiainbiai etd ei onpenei aieinsoealtinna 1 Roads. 
SD 2. . cubincoansdbds db~—bbhebde oldies sthddn> sp bb kp skse bb dckbe- 1 Do. 
SIS Silo esl nacescneinenes viasknaEmannenibe mala vethineis Mee a Baten 1 Do. 
DD ©... .ncecccuds@bacacsocabestinns REDUE the dt een aeenieateceee 1 Do. 
BD OFS. nncodacestceghtasscegebedudbcahidtbpageesyth aapebdcdhate 1 Roads and streets. 
een Sl ea a lle clove teaeeghtnacansibaeien netdiotaach ietanaeias altace aeaaiemeeiea tare 1 a. 

I locas db bbb mS bbbL Ssh bib bh bb dedenedadb bide Seder ~sebbd dis Gabe! 3 0. 
ke iiicininw tie 1 Do. 
Montgomery s 1 | Schools. 
Randolph 3... ._.......- 3 
OD 4... onee oak ook 1 Roads. 
pS Se ee Peers ee ie ee ey. ey eee ee 1% Do. 








1 Cities and towns may not levy. They share in county tax. 
2 Also levies a 1-cent per gallon tax on fuel oi] used to propel motor vehicles. 
3 Tax never levied. 
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City and town gasoline taves 


{Police jurisdiction listed below as P. J. means 3 miles as the crow flies from city limits. Towns with 


asterisk are located in counties where there is a county tax in addition to the local tax. 
municipality is located is shown immediately after the name of the municipality in parentheses.] 


Municipality 


Abbeville (Henry) 
Addison (Winston) 
Akron (Hale) _--_-- 
Albertville (Marshall)* 
Alexander City (Tallapoosa) 
Aliceville (Pickens) - ..--.-...--------- 
Altoona (Blount) i 
Andalusia (Covington) 

Anniston (Calhoun) 

Arab (Marshall)* 

Ardmore (Limestone)* 

Ariton (Dale) -- 

Ashland (Clay) -------.----- 

Ashville (St. Clair) 

Atmore (Escambia) 

Attalla (Etowah) 

Auburn (Lee) 

Austinville (Mo 

Bay Minette (Baldwin) 

Beatrice (Monroe) 

Berry (Fayette) 

Billingsley (Autauga) 

Blountsville (Blount) 

Blue Springs (Barbour) 

pO 
Boligee (Greene) 

Boston (Marion) 

Brantley (Crenshaw) 

Brewton (Escambia) 

Bridgeport (Jackson) 

Brundidge (Pike) 

Butler (Choctaw) 
Le ee ee 
Camp Hill (Tallapoosa)... -- - 
Carbon Hill (Walker)* 

Carrollton (Pickens) --.-.--.--------- 
Carrville (Tallapoosa) -.......-.------- 
Castleberry (Conecuh) 

Centre (Cherokee)* 

Chatom (Washington) 

Cherokee (Colbert) 
Chickasaw (Mobile) - ------ 
Childersburg (Talladega) 
Citronella (Mobile) --.---- 
Clanton (Chilton) 
Clio (Barbour) 
( 
( 
( 
( 





offeeville (Clark). ...-.---.....-....| 
‘ollinsville- (Dekalb)*_...........---- 
‘olumbiana (Shelby) ----.-.-.-.-- é 
orGeva CW einet)” ....~....-.......-] 
Cottonwood (Houston)* 
Courtland (Lawrence). ...-.-.-.-----| 
Crossville (Dekalb)* 
Cuba (Sumter) -_.-.--- 
Dadeville (Tallapoosa) 
Deontur (hiongam). ...-.-.....-...... 
Daphne (Baldwin) 
Demopolis (Marengo) -.--...-.-- och 
Double Springs (Winston) - 
Dozier (Crenshaw) achat aa 
East Brewton (Escumbia) - ..--...---| 
Eclectic (Elmore). ..-.-.....----.---- 
Eden (St. Clair) 
Elba (Coffee) - e025... 
Enterprise (Coffee) ____- 
Eufaula (Barbour) - 
Eutaw (Greene) 
Falkville (Morgan)- - -- 
Faunsdale (Marengo) __ 
Flomaton (Escambia) --- | 
Florala (Covington) -_-- pip piauiaal 
Florence (Lauderdale). ............_-| 
Fort Payne.(DeKalb)*_..._.......___| 
Frisco City (Monroe) -.----- | 


See footnotes at end of table. 





Gasoline 
tax 


City 


|Cents 


1 


ES 


= 
oN 


eh ek ee fe pet fet fet et Bet Bt Bt et et rt et et tt tet feet feet tt 


RS 


ee ee 


ee et et ee 


“i 


Cents 








| 
Kerosene 
tax 


City | P.J. | City | P.J. | 


Cents|Cents|Cents|Cents| 


ihiwke 
| 


County in which 


| 


Lube oil 
tax 


Purpose for tax levy 


..| Schools. 
_.....| Streets, bridges. 
.-| City bonds. 


_...| General fund. 


--| Streets. 





General fund. 


| Streets. 


es General fund. 
oses! 
aeaall 
Sede 
Do. 


Do. 
| Streets. 
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City and town gasoline tarves—Continued 


Municipality 


Gadsden (Etowah) 
Cemern CORON . Jo 6 onc cedniumee<tece 
Georgiana (Butler) 
Glencoe (Etowah) 
Glenwood (Crenshaw) ......-...---- 
Goodwater (Coosa) - --.-.---- 

Conte Tre ond onde shines 
Goshen (Pike). .- 


Grant (Bierman)... ......---. 2. 
Greenspare (Hiele)* ..........<526-6-0+=- 
Greenville (Butler) -.....--.-~- . 
Grove Hill (Clarke).......-.-.-.-..-- 


CURE COI gk. chen entincncnccext 
Guntersville (Marshall)*_.-...-.----- 
Hackleburg (Marion) -~---..--------- 
Haleyville (Winston) (storage) 
Hamilton (Marion) -_-_-..-.---.----- 
Hammondville (DeKalb)*_._.-.----- 
Harpersville (Shelby) -- 

Hartselle (Morgan). ....-.-.-.-..-.--- 
Hayden (Blount) ----- 
Headland (Henry) 
Heflin (Cleburne) 
Helena (Ghellvy)- .. ...-............- 
ee as poles Se 
Hokes Bluff (Etowah) --.--.---._---- 
Hollywood (Jackson) : 
Hurtsboro (Russell)... .....----- c 
Hobson City (Calhoun)____--.-_--_-- 
Jackson (Clarke) _--_- -eeeceeeanseee-| 
Jacksonville (Calhoun) 


Jasper (Wailker)*.............. 


Jemison (Chilton)_..............---- 
Kennedy (Lamar) -_-__.............- a 
LaFavette (Chambers) -_-..._.-- 
Lanette (Chambers) 
Leighton (Colbert)...............-.-- 
Lincoln (Talladega) 
Linden (Marengo) 
UTE RMI oo issn erkominio dink: 
Livingston (Sumter) 
Luverne (Crenshaw) 
CN iv oc ncoccncdsecesshne 
Maplesville (Chilton) 
MekKensie (Butier)................... 
Mentone (DeKalb)*__._...._.._.---- 
Midland City (Dale) 
Midway (Bullock) 
Pg On. eee ae ee 
Millry (Washington) 
Fy | a eee 
Monroeville (Monroe) 
Montevallo (Shelby)_............---- 
Montgomery (Montgomery)* 
Moulton (Lawrence) 
Moundville (Hale)................... 
Muscle Shoals (Colbert) 
New Brocton (Coffee)............-.-- 
I NS ei, cats ce einstaet so 
ee Cn 
ed !  , ES aE A 
GCommen (Wr emer)” ... <<. deewcoosen 
Oak Ridge (St. Clair) 
Oneonta (Blount) 
CIN one cance wdanmewnnon 
Opp (Covington) 
Oxford (Calhoun) 
I ee 
Paint Rock (Jackson) 
oo Ref, rT es ee ee 
Pell City (St. Clair) 
Petrey (Crenshaw). .-_............... 
Phenix City (Russell)...............- 
Phil Campbell (Franklin)............ 
Piedmont (Calhoun).-.-.........---- 
Pine Hill (Wilcox) 
ee CD is cn anwnnedsttenwned 
Pollard (Escambia)-_...........-...-- 
Prattville (Autauga)-_-........-.---.-- 


See footnotes at end of table. 


















































Gasoline Kerosene Lube oil 
tax tax tax 
ba a eee | Purpose for tax levy 
City | P.J. | City | P.J. | City | P.J. 
— Cents Cental Cente Cents | Cents} 
110). oe ae eee 
1 yy (1 | @) | ® 
2 To i il ated aniiien 
2 Bde satedidente 
is Veet cll gelte ia onl . oie 
1 Sila tuns lant Posies 
1 "RSAC NBS age” re a 
1 le soapoclecdioed |. 
1 a 
1 a 
2 1 1 
1 $@.-4582) 
1 
1 ig! as Streets. 
1 16) Do. 
14 | | 
74) | 
1 be 
1 tg 
1 es 
1 14) : General fund. 
1 14). 
1 {4 -- 
7: . 
. ] 14) 
1} %.- 
1 14}. 
1 16]. 
| 
1 Vy) 
1 | 4 
see ae Retire sewerage plant 
bonds. 
1 Sl skade 
ee Beet 
1 1 | Streets. 
a ; Do. 
2 1 General fund. 
2 1 
1 % Streets. 
1 14) General fund. 
1 % 
1 A Schools. 
1 % Streets. 
1 ly 
g \ 244| Schools. 
1 % a 
i al aaah a 
1 % 
1 le 
4 lo 
2 1 Streets, police. 
1 % 
1 le 
1 1% General fund. 
1 l4 
1 he 
2 1 
1 4) 
1 le 
1 DE. cdtieht dcbeincetendbcene t]anmne saccuhinase ded iluee tad 
1 le 
a emne 
1 %4 
1 % Streets 
1 % Se Do. 
Ss Schools 
1 % Streets. 
1 1 General fund. 
Bie. ocho 
1 4 Streets. 
1 4 Do. 
Gin deseben 
1 4 
1 4 General fund. 
1 % Streets. 
1 a 
1 % 
1 
1 





General fund. 





nt 
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City and town gasoline tawes—Continued 








| Gasoline Kerosene | Lubeoil | 
tax tax tax 

Municipality | Sistetadinssblbadialsbi backed eed Purpose for tax levy 
| City | P.J. | City | P.J. | City | PJ. | 


\—--|— 








| Cents| Cents Cents\Cents| Cents| Cents 
| 














Prichard (Mobile)...............-...- SO recwautcsvex: | -uewesteverss 
a Fe a eee oe 9 Loo aw _...|..----| General fund. 
Rainbow City (Cherokee)*...........| 1 | ei 
Red Bay (Franklin). ............--- fo 2g ee % ..| Schools. 
Red Level (Covington) ---_.......--- y lo 4  - 
Reform (Pickens). _.............--.--- pee oBc er. pent 
River Falls (Covington) -............-- pepe ads aaa ene a 
Roanoke (Randolph) -............---- 1 | Oe ....-|-.----} General fund. 
Robertsdale (Baldwin)... ..........-- 4 | 1 4 
Rogerville (Lauderdale) -............-- Se ee Bae A oe ees eee 
Russellville (Franklin) -...........-- 1 | ee eral ee Do. 
Semeon (Geneva)... .................. > aed aiese eae Bes ia 
Scottsboro (Jackson) --..........---.-- . 7 Wars bdid Roa Sxl lece- S1.6s~ Do. 
Bent CO iain cinc ceccncsecsnnne 1 rr, ate 
Si vb wiiitidtiennccncss atte ae | are BS Nata se 3 505 _...., General fund, charity. 
Sheffield (Colbert) __..----..--....-- Pee, co clawens ae ee 
Silver Hill (Baldwin) --.........----- oY 9 ee iinvcu)......|......) Sereete 
Slocomb (Geneva) - -_-....----------- 1 1) - | } Do. 
Springville (St. Clair) ...........-.... 1 wen AMRRG I D .clouceas 
Stevenson (Jackson) -..........------ 7 ee ae a = ; ...| General fund, 
Sulligent (Lamar) ------.....---.-.--- cones Web Pie se ‘ ..-| Streets. 
Sylacauga (Talladega) .............-.. Be lov dhs <loan ssliteil esithiones cepa Do. 
Steppeville (Blount) __-......-...---- | hey downey RE Se 
Talladega (Talladega)...-......--...-| 1 ihe ole mcecs |....._|_....-] General fund. 
Thomaston (Marengo) ---.--...----.-- 1 | a } feces 
Thomasville (Clarke) ............--.- ew Eee. a de io 
‘Town Creek (Lawrence) ---.....------ re Re Pe wala ns Sa 
SO icant en ce ae ta | Ms}. - _..| General fund. 
Tuscumbia (Colbert) - ...--.--.----- tig Pid...) neschccccchence 
I cw eon 1 a site ManareAaaatndeeil | Streets. 
Union Springs (Bullock) --..--------- Rod 1) _ _- re ‘ a 
Uniontown (Perry) - ...-.-----.------ 1 Ti ideinti cen cshoncan 7 Do. 
Valley Head (DeKalb)*..._.--..-.--- 1 \ % 7 a Do. 
VOR CIID on cunensdacnannesses iyi SAN sh oes Lncenontonane ol ONORE 
VOR EE cdncnicesnconemnene onal Hiibel % \% 
Vincent (Shelby) ........-..---------- ees en = 
Wadley (Randolph)_.........-.--.--- Pilg EL PEN sewaepnccktfccsno} MOM, 
Walnut Grove (Etowah) -.--.----_--- 1 | a 
Waverly (Chambers) __._-....------- | 2 Omit: =: 14) 14 for waterworks. 
Weaver (ete... -..--..---=-.--. 4% SA)... 25 ~-|-cocc-]-oo-=-|os- sou} OMEE On DU 
Wedowee (Randolph)_............--- iy han ces it 
Wetumpka (Elmore) -.......--.------ 1 SUR oR- dace hemes 
Wilsonville (Shelby) --.--..-....-.--- is kd 14 
De eee I re ro en fe oe es ectonsneebeeoed 
Woodville (Jackson) .....-..-.------ UE ra Do. 
eS a es Eas ioaieeialcemse:s Do. 
Total number of local taxes.....| 1 98; 30) BE gina 
| Same rate on fuel oil used as burner oil as on kerosene. 
2 Same rate on fuel oil as on kerosene. 
3 On fuel oil. 
‘ Same rate on fuel oil except heating oi] used in homes and public buildings. 
Gasoline taxes 
Municipalities levying a 1 cent per gallon tax-_____-___--_-----------~-- 169 
Munieipalities levying a 2 cents per gallon tax____..____---_-_----------- 20 
Municipalities levying a 114 cents per gallon tax __-..--__-------~~-- 2 
Municipalities levying a 144 cent per gallon tax____-________--_-=_------ 4 
Municipalities levying a 144 cent per gallon tax___..___-_----__-------- 3 
FLORIDA 
State tax on gasoline is 7 cents per gallon. 
City and town gasoline taxes 
Municipality Total tax per gallon I — 
Re ee rT ee eT _...-| Streets. 
City of Lake Wales__..._......_.__...._. ¥% cent on bulk kerosene (coal oil); ordinance | General fund. 
| approved July 12, 1935. 
US Sia eee 1 cent (permanent by Law 1949, House 1518)._| Streets, 


ee | 44 cent per gallon on kerosene and fuel oil 
Wewahitcka 1 cent 














= 2 SS 


1168 NATIONAL HIGHWAY PROGRAM 


MISSISSIPPI 


State tax on gasoline is 7 cents per gallon. 


County gasoline tawes 








| 
County | ee Purpose for tax levy 
a ti a ee 
| Cents 
NN aa cali alia re 3 |) Retiring bonds issued for construction of seawall, 
NON ne rr ada Ganuthonbent | 2 and for construction and maintenance of seawall 
Ri ehies cidneunneiwdameecen nade | 2 protection roads. 
MR aco. an dindpitneaccadaaunen | 1 Roads and bridges. 
MISSOURI 
State tax on gasoline is 3 cents per gallon. 
City and town gasoline tawxes 
Local tax Local tax 
per gallon per gallon 
Municipality (cents) Municipality (cente) 
pT elec est aes: wie eae es i nn een 1 
I asses bw tecccscemieapene ounce eh I i rer own secant all day 
csi aparece ieeadeemaes Pie rN ob anne an 1 
I aa a I nce Leder aaa 1 
I scien RS iccencciiiieianceins i I Aired encetnseuniccancins nei aig aia 1 
ee a a nae 1% 
IIR Swede Ee a) Nertth Bensés City... nin c ncow 1 
Breckenridge Hilis.__............- Oh I i citcsticemninecamennseokeheainiieos 1 
NS a ea NE a See a ace Ee Nene ee een ee eet a ly 
TN ssl bs cnsisenieeemserweteonaiammatnte FT as ene cincscatlinnethas aeebe % 
I os I.  . scmnsle ne BT BID chs creerntsrcnedacendiuehaea w% 
IID seek ie Saeed eaten 1 
ene ee ee eee Se 1 SN vce cine nin ea lala wy 
i lee cies A NN Ea atciancmeisine ae Ee keels 
RN cridaetita canis Whedtcsa coed oer aonsitaade’ PI actin on meres eceenenttee enn Wy 
aia Be hy Fe ecienennecitssneensch ti daisies edna iy 
ci ea se See ss ctaatcamretiapnabatee Re PO BAO ccicee ens eae 1 
TINIE dcsiciccacrcnconanaesinkousecoptiesateeoctneciata 1| Richmond Heights_____.-_____--__- 1 
CRON OR TI icici neces I I I rts orm cence pgs nell 1 
Cwemtwo0e.. 8. oc cwccecqee Be SINS caren ea ie ee ele, 1 
RN MOOI ce ee Te _ eaeseemcenn bauee 1 
ne eS eS ee aaah 1 
ra nine 5 oie A cnairtletdsitinttninibinitnnbenial 1 
in eo ee 1 
SNOIID  igs,oe ener oenereoepentis ran casas areegeniamanssreses 1 
eae 8 ae eeeeeees % 
Gasconade_________ ee I OI icc eprcn as ve en nanan 1 
I <a saris ancalaieieomenomennnaeenins i hci ta ok setn uasbrsepeeal piindah bhsaainaie 1 
I i i a aa aiatadlian Be essa cota chdld nanan enpenapianiatdadeen este’ % 
Hazelwood__.......___. napeaseaedieacc le) RA OILS OG a cis eistesnieys nantes bine ecnten 1 
SS) Seeger eee ee = A, NO hoa con on seerapitnl sntiiaalid Slaten inns Wy 
I a it al oo a cee Pe asiaiinsl ta sen ctietmleisinank wainnisheiaweetanin 1 
IN 6 cesteincnnss ont nncticnctngimans Oh ge |. Ww 
a, csi teamnabees SCID GP ens ibs cannons 
II a anaes 8 SESS RE 1 
ee a AT WRT WOON. oo ence meen Wy 
IN i cinic ss cnbniitimatinceseiccia eae ame 1 | Webster, Groves___............... 1 
INN nee rrr a ae 1 
NEVADA 


Nevada levies a 1-cent county gasoline tax which counties may reject annually. 
The tax has not been rejected by any county for the fiscal year ending June 30, 
1955. The county tax is collected at the same time and in the same manner as the 
State tax. 


NEW MEXICO 
State tax on gasoline is 6 cents per gallon. 
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City and town gasoline taxes 





| 
| Local | Local 


























Municipality tax per| Purpose for tax Municipality tax per| Purpose for tax 
levy levy 
| gallon | | gallon | ; 
Cents Cents | 
Alamogordo-.-.-.-..-..-. 1 | Streets. | Los Lunas..........-. 1 | General fund. 
— Albuquerque. .-...... V4) 0. Ce SS l6 Do. 
APIO. code nec cnnnes~ 1 | General fund and || Lovington........---- a. Do. 
ll | _ Streets. }} Jal... ..----------- 1 | Streets. 
vali DON i ttttiinanininsin 1 Streets. || Magdalena..........- 1 | General fund. 
; BOE npvecncenencsrse 1 | General fund, | Mosquero.......-.-.- V4 Do. 
4 aa Soe centenwad ‘3 a \| Pp eeiaat: al ninitlanss oe De. 
1 ST cincccantinmai | % D0. Oe cea 1 0. 
——. ; aa 1 General fund and || poe waders 1 Do. 
| _ Streets. | J tinamenaapees 14) Streets. 
q CR cn cetniinss 14! Streets. i| Roy : iehidaubatonbess 1 , Genel fund. 
4 Cloudcroft..........-- 1 General fund. Of OS SS 1 | Streets. 
| } 
COR, da> cmv nniininse 1 Streets. LM PM sinccudadoce 1 | General fund. 
Pe ia G Do. cunt || Santa - sila scnchinichiiabcaia 2 vi _ 
EE ciglinnqn~Gaemss 6| General fund, Santa Rosa..... | 1 0. 
NS orcs nw ae 1 | Water plant. | Silver City..........- 1 | Streets. 
3 ene iwaiaeeee 1 —— fund. i ee l General fund and 
Lr LS cascennkddeue 1 treets. streets. 
on Farmington. .-.--.--- 1 Do. | Springer...-..-- edie 14] Memorial _ build- 
) Fort Sumner. .-.-....-- 1) Do. ing. 
1 NE ehcncie anaes 1 | General fund and || Taos---.---.-- spitsinenall 1 | General fund, 
| _ Streets. PER cnadonganenen« | 4 Do. 
1a Citra cs sceaca 1 | General fund. || Truth or Conse- | 1 | Streets. 
1 a nnn gitenmat 1 Do. | eae. % 
Be Ricacsece<euene= 1 Streets. {| Tucumcari. -......-..- | 1 0. 
: Las Cruces.........-.- yy) Do. 0 III in sinensis 1 =e ' 
Las Vegas: fe Is sccnulgenshseat 1 General fund, 
My inna cceton 1 | General fund. || Wagon Mound..-.--- 1 Do. 
1 , 1 Do. | i niinorewes 1 Do, 
1 4 a = 
, WYOMING 
1 . 
1 State tax on gasoline is 5 cents per gallon. 
1 
; City and town gasoline tawves 
? Local t P for t 
‘ Local tax urpose for tax 
1 Municipality | per gallon levy 
1 
1 | Cents | 
1 PEE rh os fo ckianinedsebaeniiccbene teh teeedreRTbhosdinduncceeneess 1 
6 eee | 1 Streets. 
1 Evanston. 1 | General fund. 
1 NN Seine hs ace htop nnsbidehdih ical aatiibdes< cs ghectieweccce 14) 
1 i  acuunaane 1 | Do. 
OD Big Feb scot eak s Sede ssch eae cewek te mbawinbcnennnchsdcs | ) 
1 eat eee a mesma 1 
1 I Oe estas % ~sO+De. 
| 
hy | 
1 1 We are informed Green River and Pinedale’s taxes are not strictly enforced and that they are not paid. 
1 4 ? The mayor agreed that the receipts would be used for streets, and it is understood that this is being 
one, 
iy 
1 
a 
1 
Vy 
Ya 
L 


~ 


Ye 
1 


0, 
ie 
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Federal automotive excise tax collections and regular Federal highway-aid 
payments (calendar years 1950-54) 


} | 
1950 | 1951 *| 1952 1953 | 1954 










Federal automotive excise taxes: 

















































Automobiles.................| $562, 752,000 | $579, 203,000 | $601,852, 000 | $905, 602,000 | $881, 498, 000 
rrucks and buses__.. 117, 200,000 | 126,335,000 | 187,837,000 | 187,773,000 | 138, 735, 000 
Parts and accessories....-....| 101, 128,000 | 127, 585,000 | 187, 357,000 | 150,711,000 | 142, 311, 000 
Tires and tubes........--- 183, 676,000 | 172, 614,000 | 164, 440,000 | 169,994,000 | 155, 752, 000 
ORS niceicen 964, 756, 000 |1, 005, 737, 000 |1, 141, 486,000 |1, 414, 080,000 | 1, 318, 296, 000 
Gasoline__... | 551,450, 000 | 607, 756,000 | 851, 538, 000 | 817,315,000 | 925, 360, 000 
iene O80 8. nnn do bs. ds 180,000 | 14,633,000 | 15, 733,000 | 23, 220, 000 
Lubricating oi].............. | 91, 478, 000 86, 101, 000 92, 289,000 | 72,943,000 | 67, 530, 000 
Subtotal... | 642,928,000 | 694,037,000 | 958, 460,000 | 905, 991,000 | 1, 016, 110, 000 
eelcu.. _... 1, 607, 684,000 |1, 699, 774, 000 2, 099, 946,000 |2, 320,071,000 | 2, 334, 406, 000 
Regular Federal highway-aid | | | } 
payments? .......-.....--.... 405, 000,000 | 408,000,000 | 465,000,000 | 535,000,000 | — 578, 000, 000 
| { I 





| Effective Nov. 1, 1951. 

_? Represent actual payments to the States for regular Federal highway aid projects (as reported by the 
U.S. Bureau of Public Roads, table H F-1, issued April 1955), as distinct from the amounts authorized but 
not appropriated for the 5-year period. Actual authorizations are as follows: $450 million annually for the 
1950 and 1951 fiscal years; $500 million annually for the 1952 and 1953 fiscal years; and $575 million for 1954. 


State gasoline tag rates 


{Per gallon] 




































Rates (cents) Rates (cents) 
AIGDOMA 4 ico aan eae =" a maid 6 
a a et 5 OES SSE ee 6 
IN as casts cain ae cote earl iplopsmetmna = 6144 | New Hampshire___--_-_----- 5 
I  cicaniicnisiprcnicgncneesvcmeen 6 ee | oe a 4 
irae 6 I ac certain 6 
Connecticut..............-.agac *§ ee ei 16 
ON iil oka ail 5 een 7 
District of Columbia___-_------ 6 a a 6 
er oe ee 7 NIN a cies seioeninegens 5 i 
I oo aicint bentsentnmecmanniianin 61% | Oklahoma___-_-~---- ssi eoieatasietiaiae 6. 58 4 
et eee ae 6 RN a crate 6 ; 
PN Sa eg ree 5 ei 5 
I a i hciennsietominimensiemmanine 4 a 4 
emt Tar cesses eteinve 6 South Garciina...............-. 7 
I ite eit lee ataicecieke ees 5 South tekote— << ..-<.+s- 5 
SN a aild nice lasibeligihteniirts 7 aa al er ae ae 7 
RENEE EE SPIES RETO 7 ee 15 
ile aise cicee reeceaneeres 7 a on en ee eae 5 4 
eee... ---.---s 6 ree ceas 51% a 
Massachusetts_.___...._._--_- 5 Virginia____-_- is digest bows 6 4 
I (oon oe ee 6 ee) Oe 8 ee 6% 
2 SS ae 5 IS. on crc *6 
NN i at 7 i ce nccesmgntnsee *6 
a 3 DN a ecinitnnneniaiin 5 
II ie cicienleceepecee, eT 















1 Tax increased in 1955. 


aa. gasoline taxes are in addition to the Federal gasoline tax of 2 cents per 
on. 


Mr. Exxis. You want to know whom I represent. Normally a job- 
ber would be in here speaking, because in our organization I always 
feel it is better for a working member of a trade to come in and face 
the Congress, rather than have hired help like myself come in. How- 
ever, time did not permit of my getting in touch with Mr. John Harper, 
who, you gentlemen possibly recall, appeared before this committee as 








| 


|S sisisssis| S335 
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a representative of the National Oil Jobbers Council at the time the 
road bill was before you for consideration. 

Mr. Dempsey. Is he from Long Island City? 

Mr. Exuis. That is right, Mr. Disapesy. It is the same Mr. Harper 
who earlier in his testimony, when he got into the tax aspects, I be- 
lieve Mr. Dempsey and Mr. Dondero quite properly, under the cir- 
cumstances then existing, advised him that the revenue matters were 
not before the committee at that time. 

The National Oil Jobbers Council, in order to give you some idea 
of the scope of whom we represent, is composed of 28 State and re- 
gional associations of independent oil jobbers, which cover 36 of the 
48 States of the United States, An oil jobber primarily is a wholesale 
distributor of petroleum products. 

To give you some idea of how we function and the extent of our 
participation in the industry on the basis of the best figures we can 
get, this is what we do: 

Our people distribute to the homes for home heating purposes 85 
percent of the heating oil consumed in this country. We distribute 
approximately 65 percent of the residual oil imported into this coun- 
try. Residual oil is a commercial heating oil. We distribute 65 per- 
cent of the petroleum products delivered to the farms of this country. 
We distribute approximately 30 percent of the gasoline sold to the 
retail service stations of the country. 

I think you can see from that that we have a real stake in this busi- 
ness and in the matters before you for consideration. 

Most of the witnesses who have appeared before you today have 
talked in terms of cutting the taxes you Save come up with, or that have 
been proposed to date. I would like to state at the outset that I sort 
of feel like a lawyer who is walking before the court with his client 
and the court is saying to him, “Is there anything further you would 
like to say before sentence is pronounced?” I feel like I am repre- 
senting a plucked chicken with 2 feathers left in his tail, and there is 
a hand reaching out for the last feathers. 

Your time is limited and you have gone over whether or not you 
should have an Interstate Highway System. I am not going to argue 
that. Every jobber in this country who peddles gasoline is probably 
more conversant with the needs of this country when it comes to a 
better highway system than maybe a lot of the members of this com- 
mittee, because we deal with the motoring public; we deal with the 
farmers. I am not going to argue whether the interstate features of 
this bill provide too much money, too short a time or too long a time. 
T am not going to do that. 

I would like to state this—and I say it with respect to every member 
of this committee—I have worked for a congressional committee and 
I know what your fellows are up against. You are answering tele- 
grams and letters from all over this country by every citizen who is 
affected by this thing, saying, “Get my tail out of the trap. We like 
what you want, but for God’s sake, do not impose it on me.” 

I know what you are up against, and with no intention of disre- 
spect I would like to submit this as a general objection to what we 
have before you now. 

What have we done? There were hearings held before the Public 
Works Committee of the United States Senate on the road issue. 
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Except for Senator Byrd, we did not get into the revenue aspects too 
much. We come then to the Public Works Committee of the House 
of Representatives. You held long hearings and with an excellent 
attendance of your committee. All during this hearing, everybody 
who figures, “Maybe I will have to help pay for this thing,” is antic- 
ipating that the revenue needed to foot the bill will be a matter of 
study for the appropriate congressional committee. I refer to the 
Ways and Means Committee. We did that. Our witness was led to 
believe that. And quite properly so. 

Then what happens? About 2 weeks ago, those of us whom some- 
body chooses to call Washington representatives—and we are about 
like everybody else, plugging at the ratholes to find out the way things 
are going—we find out that somebody in the Congress decided that 
we are going to go about the unusual, but not unprecedented process, 
of having the Public Works Committee come up with a revenue pro- 
vision for a new multibillion-dollar highway bill. 

I was astounded. I would have been equally as astounded if they 
had said that the Ways and Means Committee was going to handle q 
the road bill. 

Now with all due respect to you gentlemen, you are specialists in 
roads and matters of public works. Some of you have been here for 
15 to 20 years, and more, and you are conversant with these things 
pertaining to public works in the same way that the Ways and Means 
Committee is conversant with this business of how we will get revenue 
to do the things necessary to maintain our Government and to do the 
things that Government should do for the people. 

Let us go a little further. I know I am on dangerous ground, but 
the people I represent know me, and the people in this industry I rep- 
resent know me, and know that I do not mess around with facts. I 
have to get them out on the table. 

What have we done? We have had a few Democratic caucuses, 
I am told, and we have had a few Republican caucuses, I am told. 
No hearings on the revenue aspects, mind you. Then we go over and 
talk in executive session with the Ways and Means Committee. Then 
last Wednesday there is another meeting of this full committee. 

Maybe some of my facts are wrong, and if so, I am subject to 
correction. 

On Wednesday it looks like things are getting a little confused and 
there is some dissension in the ranks, as I understand it. You cannot 
get together, so they do the thing which is normally done. You have 
a subcommittee appointed and the subcommittee worked on Thurs- 
day, and the subcommittee worked on Friday, and they came out with 
some suggested modification to Mr. Fallon’s bill, which bill I am ad- 
vised was a result of some understandings in the Democratic caucus. 

Late on Friday afternoon a release goes out over Mr. Fallon’s sig- 4 
nature, I believe. I got it around 5: 30 in the afternoon, and it stated i 
that hearings were going to be held on Monday and Tuesday—2 days 
of hearings by a committee which does not normally handle revenue 
matters. Two days of hearings to determine whether 12,000 jobbers 
and 200,000 independent retail dealers of gasoline are going to be legis- 
lated into bondage until 1970. 

If L have misstated it, I am subject to correction. 

Now, that boils me down to what I consider is the greatest general 
objection to this Fallon bill which is before you gentlemen for con- 
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sideration sometime this week. That is this: I do not believe that we 
can come up here with a bill imposing on the American public, a tax 
bill which will amount to $24 billion beginning with the fiscal year 
1956 and continuing for 14 years, after only 2 short days of hearings 
and a few other conferences with representatives of the Department 
of Revenue—I do not believe that that is the way to go about it. I do 
not think there has been adequate time for ample consideration of 
this thing. 

God knows we need roads. Yes. Vote your road bill out. But 
in the interim and in the meantime let us afford a reasonable oppor- 
tunity in the American way for these affected taxpayers, as well as 
those indirectly affected, to come in here and speak. Hold their feet 
to the fire and say to them this: “We are not interested in mere testi- 
mony about how you want to get your tail out of the trap. If you 
cannot come in here with constructive suggestions as to how this thing 
can be done in an equitable manner and to the best interests of the 
total people of this country, then stay out of here.” But let us hold 
hearings over a reasonable period of time. It may be perhaps during 
the early months of the next Congress would be plenty of time. This 
thing does not go into effect until the fiscal year of 1956, I believe it is, 
or 1957. Why rush an issue of this magnitude in so short a period of 
time? We have not plumbed the potentials of these matters. 

I noticed from the questions of the members of the committee here 
today that some of you are honestly inquiring as to facts that we 
ought to know and ought to plumb to the very end before we get into 
this thing. I am not in here stalling. Our organization does not 
belong to that category of small-business organization which is up 
here in the Congress continually whining for you to beat our competi- 
tion down to our level. We are rarely ever here, and usually, like we 
are today, in a defensive position. 

Our people have this policy: If we cannot swim in the competitive 
arena under a set of rules—the fair-trade laws and the antitrust laws 
that are enforced against one and all—then let us drown and fall off 
the boat. The day the organization I represent ever takes any other 
attitude, they will do it with another counsel; and there are 20 of 
them sitting in this room today listening to what I am saying. 

I believe when it comes to some $24 billion worth of taxes, it is an 
important item. Roads we need; yes. But we need more time to 
consider this thing. 

In a few moments I am going to point out just a few of the reasons 
why this thing will vitally affect the people I represent. 

Yes, we operate trucks on the highways. I would like to say right 
now that the American Trucking Association does not speak for the 
60,000 trucks that are run by jobbers in this country to every hillside 
school. You talk about driving on interstate highways. Who is 
going to pay for those tires that we chew up hauling gasoline to trac- 
tors and combines that are threshing wheat in Kansas today, over 
cobblestone roads. They do not even get on an interstate highway. 
But still, we are not saying that because we do not get on them we 
should not pay some of the expense. I think we should. We are 
American citizens and these roads are being built for national defense, 
we say. Even if we never set a tire on them there should be some 
equitable contribution that comes from us, like it should from every 
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other citizen, whether he be man, woman, or child, motorist or other- 
wise. 

We think when we operate a truck on the highways, urban, primary, 
secondary, or interstate system, that we should pay more than the 
nonuser. The question is not whether we should pay more, but how 
much. Where are the equities in this thing? There I think is where 
we are slipping a cog. 

There are men on this committee like Mr. Gentry from Texas, who 
has had a considerable experience on highways. I noticed the ques- 
tions he has asked previously and today about truck limits. There are 
equities to be decided there, Mr. Gentry. 

We know when we put a big truck on the highways that it is going 
to do more harm than when that little Ford pickup truck out at my 
farm gets on the highway. We are willing to pay more for it. But 
it takes time to figure out the equities of this thing. 

We are coming up here with a system for national defense. That is 
the hoopskirt that 1s over it, and certainly it is one of the big things 
that we should consider. National defense. My babies, three of them 
out home, will reap the benefits of the United States Army and all of 
the other things done in the interest of national defense, but they can- 
not even drive a car. But somewhere along the line there has to be 
some contribution toward national defense. 

The question is how much of these funds should come from the 
total public who are nonmotorists but will reap benefits directly or 
indirectly from this system; and how much should come from the 
motorist who, in addition to the general benefits reaped by all, gets 
special benefits because he can ply his trade and business easier by 
virtue of that highway being there. So the question is, Where are 
the equities of this thing ? 

Gentlemen, I just do not see where, with the time that has been 
given to it, we can come up here with an answer. I have noticed the 
questions, “Will you tell us where to get the money?” That is a good 
question. It is a good question and I certainly cannot at this moment 
tell you where to get the money, because I have had no more time to 
come up with the answer than you have. I have even had less access 
to the facilities and the information that would enable me to give 
you a proper and an equitable and a right answer than you have had. 
It should not be a question of us coming up here and you stating, “Here 
is the way we are going to do it unless you can come up with something 
better.” I believe with deliberate consideration of this matter we 
can come up with something better. We can come up with our roads. 
And if, when an adequate hearing and investigation has been given 
and you wiped out of your consideration the special interests, the 
lobbyists and others who do not want to pay their share to provide a 
highway system for this country’s needs, and which this country must 
have—when that has been wiped out and we have deliberately con- 
sidered all of these things then we will have the answer. If when 
this end is reached and you come back and say, “Jobbers, we simply 
cannot figure out any other way than increasing the gasoline taxes 
and increasing the taxes on tires’—when you do that then I will come 
back in here to you and say, “You have done a good job.” 

The only suggestion maybe that I would have at that time would 
be as to the mechanics of imposing those levies, so that the mechanics 
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would work as little hardship as would be possible upon those that the 
tax strikes at. 

Now let me tell you about how my people are going to be hurt in 
this thing. 

You know that the Federal Government imposes this gasoline tax 
at the manufacturers’ level. The diesel tax is imposed at the level when 
we sell to the consumer or if we sell to a consumer who does not happen 
to be a highway user we charge no tax, and if subsequently that con- 
sumer utilizes that which he bought tax free, that is, diesel oil, then 
he under the law must pay the tax as a user. That is how the diesel 
tax works. 

Gasoline is levied at the manufacturing level. When my jobbers 
buy a 13.9-cent gallon of gasoline they must pay the 2-cent Federal tax 
to the manufacturer or importer. The manufacturers are the ones we 
pay it to. So with the 13.9 cents there is an added 2 cents of Federal 

tax of capital we have to come up with, or approximately one-seventh 
of the total price, which is approximately 14-and-a-fraction pee of 
my jobber’s cost of the gasoline product he sells, which is Uncle Sam’s 
tax money. 

You say that is perfectly all right. You get it back when you sell it. 
That would be true if we sold everything for cash. But we do not. 
What happens to us? That gasoline we take by transport truck, or 
it comes to us through a pipeline and we get it out of a terminal or get 
it out of atank car ora barge. We put it in our storage tanks. From 
our storage tanks we put it in trucks, some of which are what we call 
tank-wagon trucks. They are the smaller volume trucks which are 
used for deliveries to the smaller volume accounts. It is the tank- 
wagon truck that drives down the cobblestone road and frozen ruts to 
deliver gasoline to the farms. It is that truck which carries fuel oil 
to the homes; but I am going to stick to gasoline now. It is the big 
transport truck that we use to deliver to the service stations who have 
underground tanks of sufficient quantity to take transport loads of 
gasoline. They are few and far between, but they are becoming more 
numerous in the newer built service stations. 

During that period of time we have lost gallonage by evaporation ; 
there is unavoidable spillage; and for every gallon of gasoline that 
evaporates or is spilled or is burned or destroy ed by flood, my jobber 

takes a shellacking of 2cents. If you think that is inconsequential let 
me tell you the figures that we do business in. 

Do you know what a jobber’s gross margin of profit in a normal 
market is? I am not talking about one where he lias a good one, or 
one where he has a price war, but in a normal market his regular 
margin of profit on gasoline today is 3 cents—the same amount that 
the Federal Government wants for taxes. He is lucky if he can net, 
when he finishes handling and collecting for it, one-half of a cent per 
gallon. Now, you see what we are playing with. 

So when 1 gallon of gasoline evaporates or is spilled or destroyed 
by fire, flood, or otherwise, it means that the net profit on 4 gallons 
of that jobber’s gasoline goes down the drain, never to be recovered 
again, 

In addition to that amount of money, they have tied up Federal tax 
money in their inventories, and in transit in their trucks. In addi- 
tion to that, they carry on credit to service stations for time periods 
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ranging from 30 days to 4 months in the instance of some slow-paying 
service stations. 

So that amount of gasoline sold on credit is tied up. There is 2 
cents a gallon on each gallon of it. 

On the farm sales we have seen the difference between farmers 
operating tractors and making crops year after year after year. 
Take those bad years of dust in the Midwest. It was my jobbers who 
scratched around and mortgaged their homes, and lied to the banks, 
and anything else, to get the capital to credit the formers of this 
Nation, so that they might run their automotive equipment to make 
other crops. 

Those credit periods range from 4 to 8 months. You can imagine a 
jobber who has 500,000 gallons of gasoline either in inventory, or out 
on credit to his service station, or out on credit to the farmer customers. 
There is $15,000 under a 3-cent Federal tax of that jobber’s capital. 
They do not have that kind of money. 

What is happening to the jobber today? He is being run out of 
business by the major oil companies who are stealing his commercial- 
account business at prices cheaper than a jobber can even buy it for. 
If you want any citations of those instances, I can bring you a coal- 
bucket full and lay them on this table. 

What else is he up against? Who is his competitor? His competi- 
tor is the other ‘elber A jobber pays a price fixed by the major oil 
company. The maximum price he can get in competition is the price 
set by the major oil competitor who is selling his products direct. We 
could not better our 3-cent margin if we wanted to. Why? Down in 
the State of Tennessee, Esso Standard is generally referred to as the 
market leader. That is the Standard Oil Company of New Jersey 
subsidiary. My jobber pays a price set by his supplier, who is another 
major oil company, and he must meet the competition of Esso, which 
sets the other end of that 3 cents. Does Esso in their direct sales to 
their service stations have 2 cents a gallon tied up in this tax? Are 
they suffering evaporation losses? No, sir. They are manufacturers, 
and do not pay the tax until they sell it. 

Therefore, competitively we have to lose this and be in competition 
with people who do not have to lose. So that there is nothing we can 
do about it. You could not say to us, add these costs on and make the 
consumer pay it. We could not do that, because we have an element 
of cost that our competition does not have. 

I say to you, gentlemen, we are losing out. The independent jobber 
is losing out. We are not able to build service stations in this country 
and grow commensurate with the growth of the use of gasoline in the 
same way as our major oil competitors are able to do so. 

Why?! We do not have capital. The labor cost has gone up, and 
the cost of trucks has gone up. Now we are facing another cent-a- 
gallon tax on gasoline which means new sources of capital have to be 
tapped. For that $15,000 I said would be tied up where a jobber had 
500,000 gallons outstanding—for that $15,000 we can make the down- 
payment on one of the plushiest porcelain filling stations you ever 
saw. Wecan make two downpayments on service stations of the type 
that most of my jobbers have to build. We cannot build those monu- 
ments of porcelain for the simple reason that you cannot amortize 
them by marketing, and those major companies are able to do it by 
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virtue of a depletion allowance and an intangible drilling cost that an 
independent marketer does not have. 

You say what has that got to do with the tax, and what has that got 
to do with roads? I am pointing out these things to you for this rea- 
son: This jobber who is going to be the unpaid tax collector for the 
Federal Government—and he is that today—is already subject to 
pressures that are forcing him out of being a significant factor in com- 
petition in the petroleum marketing phase of the business. If you add 
Just one more straw to his back I am not saying to you that you are 
going to ruin him or run him out of business; you cannot run these 
corn-fed fellows out of business that I represent, because they contain 
and possess those qualities and characteristics that are fast diminish- 
ing in this country—the qualities I am talking about that we generally 
refer to as Americanism. They are the guys who want to own their 
own business. They are the guys who are proud when their children 
talk about “Daddy’s business.” They are the people who do not want 
Uncle Sam to keep them up. 

They are not the people who are running down here to the Congress 
asking you gentlemen to sew another million buttons on the national 
bosom, so that they can walk up and suckle. They are the people who 
want to own their own business and be in business for themselves. 

You will not ruin them, but you are adding another significant blow 
to their staying in business and their growing, and continuing to 
grow commensurate with the other growth that this petroleum indus- 
try is seeing today. That is what is going to happen to them. 

I could talk for a week, and I have talked too long now, and I know 
it, but I suggest this to you: Let us deliberate a little longer on this 
thing. We are dealing with awfully big chips; $24 billion is a lot of 
money. We talk about foreign aid and say, “Where does the money 
come from?” Where does that come from? Three and a fraction bil- 
lion dollars, I believe, is what we are talking about now. Nobody 
seems to be worrying about where we are going to get that. I presume 
a part of it will come from the $21 billion that was paid into the 
Treasury of the United States last year by these automotive users. The 
general-revenue fund has been using that money for years, because it 
certainly had not been all poured back into highways and Federal-aid 
highways. 

There are many other things we ought to consider. Let us give a 
little more time and thorough consideration and deliberation to this 
thing. 

As a second proposition, I say if you gentlemen, before you come 
up with a bill, which I understand will probably come out this week— 
if you are just bent on bringing this bill out with these provisions in 
it—when I say “bent” I mean after you consider the problem if you 
believe this should be done, will you give consideration to this factor ? 
Move the place of levying the gasoline tax from the manufacturer’s 
level to the level at which the wholesale distributor sells it to his cus- 
tomer. That is not going to change your revenue. I am not asking 
you to give the jobber a thing, except that by doing that you relieve 
him of the necessity of financing this program to the extent that he 
sells gasoline. 

I am not asking for something new in the annals of taxation, be- 
cause practically every State in the Union that has a gasoline tax levies 
it at the time that the wholesale distributor sells it. 
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You were handed a table here which shows that most of the States 
allow that distributor some percentage allowance to compensate him 
for his costs of collecting, for the financing operation of it, and in 
some instances where it is levied at a point where he has spillage and 
evaporation losses they give him a percentage allowance for that. 
(The table mentioned above is as follows:) 


Allowances for shrinkage, evaporation, losses, cost of collection, etc., under State 
gasoline tax laws and regulations 








Rates of allowances,! percent 
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Mr. Enis. Some of the States in addition to the distributor, allow 


jobbers. 


the retail dealer a percentage allowance for doing these things. When 

a gentlemen undoubtedly call back the people from the Internal 
evenue Department, they will not like that. Why not? 

would much rather collect all of these taxes from a couple of hun- 

dred manufacturers than they would to collect them 


I would suggest you say this to them: “Would you gentlemen work 
for the Department of Revenue as tax collectors if your salary were 
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cut off, and in addition to that, if you were asked to cough up the tax 
money that you are supposed to collect before you get it, and hope to 
God you are able to collect it and reimburse yourself ? ” Would they 
do that? No. You would not dream of asking them to do that. 
But we would apparently dream of asking my jobbers to do it. 

I am not going to belabor that, but I “would point this out: 3 per- 
cent we consider is a reasonable amount, and if you want to haggle 
I will go down to 2, but if you go below that you get down to where 
we are footing the bill and having to do the financing. 

Now Iam talking : about if it is levied at the point that the distribu- 
tor sells it. The Internal Revenue will say to you probably that is 
too difficult. I say to the Internal Revenue that the records are al- 
ready made for you. The States collect it now. Use the State 
records as the basis for your records. What more do you want? Iam 
convinced that for less than the added expense of $150,000 a year 
it could be handled that way. $150,000 a year. That is a pitiful 
sum when related to $24 billion. 

Gentlemen, I apologize again. I come up with more anticlimaxes 
than anybody. I am sincere about this thing. You are not listen- 
ing to a lawyer’s tongue now. I believe in the small-business man. 
That is why I opened my own office. My Daddy was one, and my 
Granddaddy was one, and if I can beat it in the heads of those two 
boys of mine, they are going to be independent businessmen. I like 
that sort of breed. I just think he makes a better citizen than maybe 
some of these major oil company hirelings—and I speak with respect 
for them—who are looking forward to a pension plan as distinguished 
from my man, who is looking forward to building a business that his 
boy can come into and continue on, and call his soul his own in the 
American way. 

I apologize for talking too long. If there are any questions, I will 
try to answer them. 

Mr. Fation. Thank you, Mr. Ellis. I think you have covered 
the subject thoroughly and I think the members know your position 
and that of your organization. Are there any questions from the 
gentlemen on my right 

Mr. Biarnix. Just one question. First let me say that was a very 
persuasive statement you made, Mr. Ellis. You mentioned you have 
close contact with nonuser purchasers of fuel, such as agriculture and 
the mining industry, and so forth. You do not handle aviation gas, 
do you? 

Mr. Exuis. We bid on it sometimes, but we are a little bit too light in 
most instances for the major company competition. 

Mr. Buatntx. Do you have any comment to make about nonusers, 
that is, about the proposal that the nonusers be exempt from this 
service ? 

Mr. Exxis. I would say this: There we get back to the equities of it. 
I do not think a nonhighway user should be required to pay as 
much gasoline tax as the man who uses that highway because he 
reaps a better benefit, but I would not suggest that a nonuser be 
completely exempt from a gasoline tax if the taxation of gasoline 
happens to be one of the many methods we have to utilize to collect 
revenue for the general fund. In that respect he stands like every- 
body else. l 
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But certainly it does appear to be inequitable that my farm tractor 
out yonder that I bought 100 gallons of gasoline for last Thursday, 
should pay the same tax. The only time it ever gets on any kind of a 
road is the road that runs into my farm and it goes across the highway 
and into the pasture on the other side. I pay 8 cents tax on that 24 
cents a gallon of gasoline; 6 cents of that I can recover from the State 
of Virginia because they have a provision where gasoline is used for 
an agricultural purpose of that kind you can get it back. Of course, 
the 2 cents Federal tax is not recoverable. 

That does not amount to a whole lot in a year’s time, and from my 
personal standpoint I do not care. I am not arguing about my farm 
tractor. But as a matter of equity if the principle of coming up with 
revenue for highways is something that should be imposed on the user 
of highways, then certainly the reverse should be true that those who 
do not use it should not have to pay for it. 

Does that answer your question ? 

Mr. Biarnrk. You make the recommendation that the Federal tax 
be collected at the wholesale jobbers’ level where the State records 
are kept. The State records in most cases also apply to these re- 
funds. 

Mr. Exxts. Yes, sir. 

Mr. Briarnix. The Federal Treasury people commented that ad- 
ministratively it would not be possible and would not be feasible to 
provide such refunds. But do you think it could be if the collections 
as well as the refunds were handled wherever the State records are 
now available? 

Mr. Exxis. They could utilize the State records as the basis for the 
information. You will find this, Congressman. I have found it as 
an outsider. When you talk w ith revenue people, nothing is feasible 
unless it is the easiest way for them. Surely the time has come when 
we can give consideration to these chickens that are being plucked 
rather than the pluckers. 

Mr. Buarnix. That is all. 

Mr. Fation. Are there any other questions on my right? Any ques- 
tions on my left? Any questions from the members of the Ways and 
Means Committee ? 

(No response. ) 

Mr. Fation. Thank you very much, Mr. Ellis. 

Mr. Extis. I want to thank you for your indulgence in permitting 
me to speak so long. I am sorry for talking too long. 

Mr. Fatzon. Is Mr. Tipton here, from the Air Transport Associa- 
tion of America ? 


STATEMENT OF S. G. TIPTON, GENERAL COUNSEL, AIR TRANSPORT 
ASSOCIATION OF AMERICA 


Mr. Treron. Yes, Mr. Chairman. 

Mr. Fation. Mr. Tipton, will you give your full name and whom 
you represent to the reporter, please # 

Mr. Tipton. Yes, sir. 

My name is 8. G. Tipton. I am general counsel for the Air Trans- 
port Association of America. I represent that association, which in- 
cludes in its membership most of the scheduled airlines of the United 
States. 
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I submit for the record a list of the airline members of the as- 
sociation : 


Alaska Airlines, Inc., Seattle, Wash. 

Allegheny Airlines, Inc., Washington, D. C. 
American Airlines, Inc., New York, N. Y. 

Bonanza Air Lines, Inc., Las Vegas, Nev. 

Braniff Airways, Inc., Dallas, Tex. 

Canadian Pacific Airlines, Ltd., Vancouver, British Columbia, Canada. 
Capital Airlines, Inc., Washington, D. C. 

Caribbean Atlantic Airlines, Inc., San Juan, P. R. 
Central Airlines, Inc., Fort Worth, Tex. 

Colonial Airlines, Inc., New York, N. Y. 

Continental Airlines, Inc., Denver, Colo. 

Cordova Airlines, Anchorage, Alaska. 

Delta—C & S Air Lines, Inc., Atlanta, Ga. 

Eastern Air Lines, Inc., New York, N. Y. 

Frontier Airlines, Denver, Colo. 

Hawaiian Airlines, Ltd., Honolulu, T. H. 

Helicopter Air Service, Inc., Chicago, Ill. 

Lake Central Airlines, Indianapolis, Ind. 

Los Angeles Airways, Inc., Los Angeles, Calif. 
Mackey Airlines, Inc., Fort Lauderdale, Fla. 
Mohawk Airlines, Inc., Ithaca, N. Y. 

National Airlines, Inc., Miami, Fla. 

New York Airways, Inc., Flushing, N. Y. 

North Central Airlines, Ine., Minneapolis, Minn. 
Northeast Airlines, Inc., East Boston, Mass. 
Northern Consolidated Airlines, Inc., Anchorage, Alaska. 
Northwest Airlines, Inec., St. Paul, Minn. 

Ozark Air Lines, Inc., St. Louis, Mo. 

Pacific Northern Airlines, Seattle, Wash. 

Pan American-Grace Airways, Inc., New York, N. Y. 
Pan American World Airways, Inc., New York, N. Y. 
Piedmont Airlines, Winston-Salem, N. C, 

Reeve Aleutian Airways, Inc., Anchorage, Alaska. 
Resort Airlines, Ine., Washington, D. C. 

Riddle Airlines, Inc., Miami, Fla. 

Southern Airways, Inc., Birmingham, Ala. 
Southwest Airways Co., South San Francisco, Calif. 
Trans-Canada Air Lines, Montreal, Quebec, Canada. 
Trans-Texas Airways, Houston, Tex. 

Trans World Airlines, Inc., Kansas City, Mo. 
United Air Lines, Chicago, Tl. 

West Coast Airlines, Inc., Seattle, Wash. 

Western Air Lines, Inc., Los Angeles, Calif. 

Wien Alaska Airlines, Fairbanks, Alaska. 

This includes the larger airlines, generally referred to as the domes- 
tic trunklines, the local-service airlines, the helicopter airlines, the 
international airlines operating under the American flag, and the air- 
lines operating in our Territories and possessions. Thus, our mem- 
bership ranges from the largest of the domestic and international air- 
lines to the smallest and newest of our helicopter operators. 

We appreciate the opportunity to testify before this committee on 
the tax provisions of this important legislation. Our major interest 
is in the amendment which would increase the Federal gasoline tax 
from 2 to 3 cents. 

As applied to nonhighway users, we regard this tax increase as 
unfair and inequitable. We urge the committee to limit this increase 
to gasoline used for highway purposes. From a review of the bill and 
all of the surrounding circumstances, it is plain that this increase in 
the gasoline tax, as well as the other taxes in the bill, is being proposed 
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for the purpose of creating an improved 7 system. Our busi- 
ness is usually conducted in two phases. Passengers and goods are 
moved by surface vehicles—limousines, taxis, buses, private cars, and 
trucks—over the highways to airports. They are then transferred 
to aircraft for movement to their destination. At the destination 
airport they are then picked up by surface vehicles and moved again 
over the highways to downtown centers. To the extent that our busi- 
ness is conducted on the highways the gasoline so used will be subject 
to tax in the same way as that of highway carriers. We raise no 

uestion as to the propriety of the tax on this phase of our operations. 
Our objection comes when it is proposed to tax the gasoline burned in 
aircraft for the benefit of the highways when those aircraft do not 
use them. 

During the current year the airlines will burn 906,578,000 gallons of 
aviation gasoline, on which they will pay a tax, at present rates, of 
$18,131,560. In the 4 succeeding years we estimate that the airlines 
will pay, even at present rates, $20,660,000 in 1956; $22,700,000 in 
1957; $26 million in 1958; and $29,200,000 in 1959. If the tax upon 
aviation gasoline is increased as proposed by the bill, the airlines would 
pay for each of these 5 years approximately as follows: 


Be insnitcitesensttinintguenn aegis S87, IT BOO | BOB ccnp cence $39, 000, 000 
I eesinpstcnachosings a cecpeanine BU, SOD, DOO TAO ns ls st cis 43, 800, 000 
NT ct erstacea ic tiatesceteprie aanparthatet 34, 050, 000 


Or an aggregate for the entire period of $175,037,340. 

In the consideration of a highway bill in which billions of dollars 
are involved, the amuonts the airlines are paying and will pay may 
seem small, but the economic impact of these new taxes is heavy. In 
addition, the smaller the carrier, the heavier the impact of the tax. 
If this additional tax had been in effect during the year 1954, it would 
have taken from 6 percent to 36 percent of the entire net profit of the 
airlines subject to the tax. It would have taken 1714 percent of the 
modest profits earned by the local-services airlines as a group. It 
would have taken 12 percent of Capital’s profits, 19 percent of North- 
east’s profits, 16 percent of North Central’s profits, 28 percent of Trans- 
Texas’ profits, and 36 percent of Allegheny’s profits. These figures 
are based upon net incomes after taxes and assume that the gas-tax 
payments are deductible for income-tax purposes. 

Thus, this tax imposes a heavy burden upon the air transport indus- 
try, but even more important is the fact that the tax is unfair and 
inequitable. The industry is being asked to pay a part of the cost of 
the highways when it does not, under any circumstances, use them 
in its air transport operations. 

I have heard it argued, however, that since the airlines benefit from 
good highways, they should pay a highway tax. The airlines do 
benefit from good highways. All business and industry in the United 
States benefit from good highways. Products and goods are trans- 
ported by highway from the manufacturer to the place where they are 
sold to the public, and the public uses the highways to come to make 
these purchases. The airlines benefit no more nor less than any other 
industry. However, other industries would compensate for this bene- 
fit only to the extent that their vehicles utilize the highways. The air- 
lines, however, would be required to pay for that benefit not only to 
the extent that our vehicles use the highways, but also to the vastly 
creater extent of the gasoline used in airplanes. 
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In. the case of the trucklines, whatever may be said as to the level 
of taxes imposed by the bill wpon them, they do use the highways in 
their transport operations. The airlines do not. 

Our case is similar to the railroads in their use of diesel fuel. When 
the diesel fuel tax was imposed, the inequity of assessing the railroads 
was recognized. They did not use the highways. Consequently, the 
Congress imposed that tax only on diesel fuel used for highway pur- 
poses. This bill continues the complete exemption of the railroads. 
We are not even asking for a similar exemption. We are asking only 
that the proposed 1-cent increase not be made applicable to gasoline 
used for nonhighway purposes. 

I have also heard it argued that since the airways of the United 
States are built at Federal expense, the airlines can properly pay an 
additional gasoline tax. But this increased tax has no relationship 
tothe airways. Itisatax tosupport the highway system. As Ihave 
pointed out earlier in my statement, the airlines under existing law pay 
about $18 million annually in gasoline tax—a figure which will in- 
crease to about $29 million by 1959. We do not object to this tax. 
We do not request that it be repealed. We regard it as a full payment 
for our fair share of the cost of the Federal airways. 

According to official Government statements, the airways of the 
United States cost $75 million a year. The military agencies are the 
predominant users of these airways. The airlines are next in line, and 
all other civil aviation constitutes the remainder. A careful study of 
the relative use of the airways by these three classes of users will dem- 
onstrate that the airlines are now paying their fair share of the cost 
of the airways. 

If it is argued that the airlines should pay more, then we request 
that a full review be made of the various studies on this subject and 
that we be given an opportunity to be heard. Surely this committee, 
after these relatively brief hearings on a different subject, should not 
reach a conclusion one way or another on that important issue. Fair 
treatment for the airlines here will not impair the highway program. 
We stand prepared to meet our obligations to our Government. We 
cannot do that and also undertake the obligations which should be 
assigned to somebody else. 

That concludes my statement, Mr. Chairman. 

Mr. Scupper. Mr, Chairman. 

Mr. Buatnrk. Should we proceed in order? 

Mr. Scupper. I raise a point of order, Mr. Chairman. Here we 
are considering a multi-billion-dollar program. We are considering 
taxes. We do not even have a quorum of the full committee here. 
We limited this hearing to 12 hours. I do not think it is fair and 
right to be considering a tax program such as this without a quorum. 
We are taking this tax program away from the taxing committee of 
the House of Representatives and I do not think it 1s fair for the 
witnesses or the people of the country that we are meeting here with 
a Skeleton committee. 

Mr. Buatntx. I think the point is well taken, but if I may say so 
there are 14 members present and that is not a skeleton committee at 
this late hour of the day. 

Mr. Scupper. I counted them at less than that. 
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Mr. Biarnik. I surely wish to cast no reflections on the many mem- 
bers who have been conscientious in attending these hearings for many 
weeks. 

Mr. Scupprr. I have been one of them and that is why I would 
like to have the full committee hear the witnesses. We are going 
to pass on one of the most important measures before the country 
today. 

Mr. Gentry. There were about 24 of them here but some of them 
just went to sign their mail. I took it for granted some of them will 
come back. 

Mr. Scupper. This is one of the most important witnesses that we 
have here now, representing a great industry which is involved in this. 

Mr, Biarnikx. There are 14 members present at 5:27 p.m. We 
have been in session for 314 hours this afternoon. 

Mr. Scupper. I will withdraw my objection. 

Mr. Buarnrk. And this is the final witness. Thank you, Mr. Tipton, 
for a very excellent yet a very brief and considerate statement. You 
have much merit to the argument you present here. Are there any 
questions to my right? 

Any questions on my left ? 

Mr. Sreep. Mr. Chairman, I suggest in view of the fact that many 
members of the committee are not here and in view of the fact that 
with the very little time available for preparation of a statement this 
statement was prepared, I would like to suggest we make copies of this 
available to the other members who could not be here. 

Mr. Buatrnik. Copies are available. 

Mr. Tieron. They are available and I would appreciate it very 
much if Mr, Steed’s suggestion can be carried out. 

Mr. Biarnix. We will see that the members who are not here at 
the moment will have access to the copies. That is the customary 
procedure wherever copies are available. I know under what handi- 
caps of time you worked, just as the rest of the witnesses have, and 
you did make copies available to the committee, which we appreciate. 

Mr. Scuwence. I had to go out and answer some personal calls, I 
may have some questions in view of the fine testimony which has 
been given. I wonder if it would be possible to have him come back 
next time we have a session so that if any members wish to ask him 
questions we may. 

Mr. Tirron. | will be glad to return at any time, Mr. Chairman. 

Mr. Buarnrg. I cannot speak for the Chair’s schedule for tomor- 
row, but would it be Gosibis and not inconvenient to you to be here 
tomorrow, Mr. Tipton ? 

Mr. Tirron. I will be here tomorrow morning at 10 a. m. 

Mr. Busa. Why cannot the question be asked now? We can stay a 
little while. 

Mr. Biarnix. We are still on the record. Do any other members 
have questions? Mr. Bush. 

Mr. Busu. I will yield my time to Mr. Schwengel. 

Mr. Scuwencex. I was just thinking of those members who are 
absent and who I know have some interest in this phase. One or two 
of them at least. 

Mr. Gentry. May I ask this witness a question? Mr. Tipton, of 
course your tax was levied in exactly the same manner and for the 
same purpose, and was really placed in the same category as an excise 
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tax, just like the various taxes on trucks and automobiles and electric 
light bulbs, ladies cosmetics, and bus tickets, railroad tickets, and all 
of those things. Is that correct? 

Mr. Treron. And airline tickets. 

Mr. Gentry. And airline tickets. All of those things. Now the 
truck tax and the automobile tax—none of those taxes when they were 
levied were related to highway construction, were they? None of 
them were related to it. That is a recent thing. Is that mght, Mr. 
Dondero ? 

Mr. Donprro. That is true. 

Mr. Gentry. That is a relatively new thing. Here is one thing I 
would like to call attention to. Mr. Thompson has been making the 
point that part of this should be paid for by national defense. Under 
this present proposal of the committee there is $12 billion to be paid 
by taxes, and $12 billion is to be collected out of general funds. Your 
relating the truck excise taxes and the automobile excise taxes to that 
is a new thing. You do that, of course, but actually so far as the 
Federal Government is concerned and so far as the Congress is con- 
cerned, up until the last year there was no relation between them. Is 
that not right, Mr. Dondero. 

Mr. Donvero. I think that is true. 

Mr. Gentry. So far as the history of this thing is concerned this 
$24 billion was brought in by the subcommittee, $12 billion of it to be 
paid for by new taxes and $12 billion to be paid for out of the Treas- 
ury and all of these other things. We have said, of course, by giving 
credit to excise taxes for trucks and automobiles, and all of those 
things, that we practically balance it. 

Mr. Donvero. I think there is one thing you overlook. Mr. Gentry, 
and that is the taxes we are now collecting from the American public 
are pretty much the same kinds of taxes which we include in the pro- 
posal before you now. The gasoline tax and the oil tax, and so on. 
The nature of the tax is pretty much the same. 

Mr. Gentry. Yes. This new tax we do place, and it is supposedly 
levied against people whose businesses are related to the use of the 
highways. That is correct. But that other $12 billion comes out of 
that general fund. It does come out of defense and the very thing 
that has been paying for defense. It is taken from that. That is 
the way it. will be paid for under this. 

Mr. Demprsgey. Up to 18 months ago there was no association. 

Mr. Gentry. That is the point Iam making. There was no asso- 
ciation. So there is actually $12 billion of this $24 billion that will 
come out of defense funds. That is right, because that has been 
defense funds in the past. All of those excise taxes were defense 
funds. It has not been mentioned here but I want to call attention to 
it. It is the same category. It is a tax against the gasoline which 
they use, which has no connection whatever. 

Mr. Donpero. Of course, Mr. Gentry, if I might pursue it a little 
farther, this tax is a user tax as a general principle. What we do 
not do, however, is to levy a tax directly against a large portion or 
segment of our population who may use the highways by way of being 
a passenger but in no other way. 

Mr. Gentry. What do you mean by, “being a passenger” ? 

Mr. Donvrro. Private passengers in buses or passenger cars when 
they ride in the car with the driver. They are larger in number than 
the number of people owning the cars. 
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Mr. Gentry. They are still paying a 10-percent transportation tax, 
and were paying a 20-percent tax, but we cut it down last year. 
Pwr Donvero. However, they are not paying a user tax except in- 

irectly. 

Mr. Gentry. That is pretty direct, Mr. Dondero. I just wanted to 
call attention to that one fact. 

Mr. Kuuczynsxt. Mr. Chairman, I have no questions of Mr. Tipton, 
but I represent the district with the busiest airport in the world, Mid- 
way Airport at Chicago. I am very much impressed with the testi- 
mony of Mr. Tipton and I am going to let the airlines know in m 
Po a that you have adeibetelt your case and did a marvelous job 
of it. 

Mr. Tieton. I appreciate that very much. 

Mr. Gentry. He certainly did. I agree with Mr. Kluczynski very 
much. A very fine presentation. 

Mr. Mack. The established taxes we are now collecting on gasoline 
and tires are general-revenue taxes and they go into the General Treas- 
ury with no relationship to highways. The taxes we are considering 
in this bill are mainly a user tax. It applies to the people who use the 
highways. You are not asking for any refund on the approximately 
$20 million in gasoline taxes which you are paying under the presently 
existing tax structure, but you are asking relief from the approxi- 
mately $10 million additional taxes you would pay under the special 
provisions of this bill. Is that so? 

Mr. Treron. That is exactly right, Mr. Mack. The conclusion is 
inescapable that the additional 1-cent gasoline tax imposed in the 
bill is related to highways. We request, since we do not use the 
highways, that we not pay that, but we do not request that the present 
$20 million we are paying annually, approximately, be refunded or in 
any way incorporated. 

Mr. Mack. That is my understanding of the situation. 

Mr. Donpero. You are only asking relief on the 1 cent proposed in 
the bill. 

Mr. Treron. The 1-cent increase. 

Mr. Gentry. You a , after en have heard all of these other 
witnesses, it is going to be hard to find the money. 

Mr. Treron. Yes. 

Mr. Gentry. It is going to be a difficult thing to get the money. 

Mr. Tipton. It is certainly going to be a very difficult thing. 

Mr. Gentry. We have not found a solvent segment of our popula- 
tion, unless you are? 

Mr. Treron. We are solvent and we are very anxious to remain 
solvent. 

Mr. Buiatnik. Are there any other questions? 

(No response. ) 

Mr. Biatnik. The hearing will be continued tomorrow morning at 
10 a. m., but the location will be changed. We will meet in the caucus 
room, a large hearing room on the third floor above the main entrance 
of the Old House Office Building, across the street. 

The first witness will be the Secretary of the Treasury, Mr. 
Humphrey. 

(Whereupon, at 5:40 p. m., the committee adjourned until 10 a. m. 
the followin day, Tuesday, July 12, 1955, in the caucus room, Old 
House Office Building. ) 
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TUESDAY, JULY 12, 1955 


Hovses or REPRESENTATIVES, 
CoMMITTEE ON Pusiic Works, 
Washington, D.C. 

The committee met, pursuant to adjournment, at 10:15 a. m., in the 
caucus room, Old House Office Building, Hon, George H. Fallon 
presiding. 

Mr. Fauion. Ladies and gentlemen, the Committee on Public Works 
is meeting here this morning for the further consideration of a revenue 
section to be included in a Federal-aid defense Interstate System of 
Highways. The introduction of this revenue section or suggested 
revenue section in this bill was brought about due to the Senate’s action 
on the bond proposal, when a substitute was offered to the Gore bill, 
that is, the Clay bill was offered as a substitute to the Gore bill. The 
Senate turned it down by a vote of 60 to 31 and it was suggested by 
many people then that we try our hand at a revenue section in this 
bill. 

The purpose of this hearing is that some taxes have been suggested 
in several phases of the automotive industry. This committee meets 
today to find out whether they are fair and equitable. It is not the 
wish of this committee to work a hardship on any part of the com- 
merce of this country. 

We have before us today to testify in respect to the financing of the 
highway program, the Secretary of the Treasury, Mr. Humphrey. 
He has appeared before this committee previously and given this 
committee very valuable information in regard to many phases of 
financing. 

We are pleased and happy to have you here again this morning, Mr. 
Humphrey. 


STATEMENT OF HON. GEORGE M. HUMPHREY, SECRETARY OF THE 
TREASURY, ACCOMPANIED BY FRANCIS V. DU PONT, SPECIAL 
CONSULTANT TO THE SECRETARY OF COMMERCE; PHILIP A. 
RAY, GENERAL COUNSEL, COMMERCE DEPARTMENT; AND WILL 
GRATTISON, SPECIAL ASSISTANT TO SECRETARY HUMPHREY 


Secretary Humpnrey. Thank you, Mr. Fallon. 

Mr. Chairman, I am pleased to return and be of any assistance I can 
to the committee. 

I have a statement which, if it is agreeable to you, I will present. 


1187 





1188 NATIONAL HIGHWAY PROGRAM 


Mr. Faxion. Ladies and gentlemen, if we could have a little quiet, 
because the table that Mr. Humphrey is speaking from does not have 
a microphone. We will set the microphone up for the Secretary. 

Mr. Humeurey. Mr. Chairman, I cannot tell whether you can hear 
or not. If you cannot hear me, just let me know. 

I have a statement here, and if it is agreeable to you I will present it. 

I am pleased to appear before you today in support of the Presi- 
dent’s road program and to discuss means and methods of financing 
that program. 4 

When I previously appeared on the same subject, first before the 
Senate Committee on Public Works and then before your committee, 
I strongly recommended the creation of a governmental authority 
with power to issue revenue bonds to finance the highway expendi- 
tures which would be paid—both principal and interest—from the 
dedication of gasoline and diesel fuel taxes over a period of years. 

I still favor that proposal over any other that has been presented. 

You have asked me today to discuss a plan that has recently been 
proposed for your consideration, suggesting in lieu of the govern- 
mental authority and the revenue bonds that certain taxes be increased 
which, together with certain existing similar taxes, would provide 
funds to pay the cost of highway construction as currently incurred. 

This proposal plans for a Federal expenditure for highways, both 
for the Interstate System and matching funds for local roads, total- 
ing approximately $37 billion over 15 years. 

‘he taxes suggested include additional gas, diesel fuel, tire, tube, 
and truck taxes. 

It is estimated that, taking into account the growth in the need for 
and use of highways by automobile and truck traffic, this combina- 
tion of taxes will produce approximately $33 billion in revenue and 
will be available, generally speaking, to pay for the proposed highway 
expenditures approximately as currently made, except for the differ- 
ence in total amount. 

I do not think that the general revenues of the Government, out- 
side of the amounts to be raised by the specific taxes previously listed, 
should be depleted and used for the construction of this highway sys- 
tem. The Treasury must oppose any plan to the extent that the 
taxes levied by it are insufficient to pay for the expenditures authorized, 
unless a governmental authority is created to provide for any defi- 
ciency in the necessary funds by an issue of bonds. 

However, as I testified in my previous appearances both before the 
Senate and House committees, the Treasury cannot object to any 
equally effective program which the Congress sees fit to adopt for 
the construction of highways with sufficient additional taxes levied 
‘0 pay as we go. 

would point out most emphatically, however, that when the Presi- 
dent presented his plan to Congress he had in mind the need of the 
States for revenue and the fact that the Governors’ Conference had 
approved and urged his financing plan, which holds the Federal tax 
take at the present levels and leaves the field thereafter open to the 
States. 

The Federal Government is vitally concerned with the Interstate 
System of roads, and equally concerned that the States should have 
sufficient ability to provide increased and improved primary and sec- 
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ondary road systems for greater safety and dispatch for both inter- 
urban and farm-market needs. The President's proposal continues 
to provide the Federal-aid system at an all-time high level and, prac- 
tically speaking, takes the States out of the interstate program, reliev- 
ing them of great expense in that field. This would enable the States 
to devote greater attention to their own road programs with their 
tax field unimpaired. 

Improved highway transportation is one of the great necessities of 
our time. A large part of our commerce and industry depends upon 
it. Our farms require it. The jobs of millions of men and women 
in this country depend upon it, in going to and from their work. The 
further growth of the great automotive industry and all its ramifica- 
tions in the use of steel, fuel, rubber, and thousands of products from 
hundreds of sources cannot continue to develop at its present pace 
unless our highway systems concurrently develop proportionately. 
This is a case where time is of the essence. We are already lacking 
in adequate facilities and further rapid improvement should not be 
postponed. 

These important considerations were all pointed out by the Presi- 
dent when he submitted his proposal for your consideration, and in 
conclusion he said: 

A sound Federal highway program, I believe. cun and should stand on its own 
feet, with highway users providing the total dollars necessary for improvement 
and new eonstruction. Financing of interstate and Federal-aid systems should 
be based on the planned use of increasing revenues from present gas and diesel 
oil taxes, augmented in limited instances with tolls. 

I am inclined to the view that it is sounder to finance this program by special 
bond issues, to be paid off by the above-mentioned revenues which will be col- 
lected during the useful life of the roads and pledged to this purpose, rather than 
by an increase in general revenue obligations. 

At this time I am forwarding for use by the Congress in its deliberations the 
report to the President made by the President’s Advisory Committee on a national 
highway program. This study of the entire highway traffic problem and pres- 
entation of a detailed solution for its remedy is an analytical review of the 
major elements in a most complex situation. In addition, the Congress will have 
available the study made by the Bureau of Public Roads at the direction of the 
83d Congress. 

These two documents together constitute a most exhaustive examination of 
the national highway system, its problems and their remedies. Ineseapably, 
the vastness of the highway enterprise fosters varieties of proposals which must 
be resolved into a national highway pattern. The two reports, however, should 
generate recognition of the urgency that presses upon us; approval of a general 
program that will give us a modern, safe highway system; realization of the 
rewards for prompt and comprehensive action. They provide a solid foundation 
for a sound program. 

IXveryone wants roads—more and better roads. And it is for the 
Congress to say how the Federal Government will participate, how 
rapidly Federal roads should be constructed, and how they should be 
paid for. The President’s original program is effective and sufficient 
to accomplish the purpose proposed, It is not the only way that the 
very desirable road construction can be accomplished but after the 
most thorough and extensive study of the entire subject by large groups 
of competent people, it still offers the best method for quic ‘kest_ con 
struction of the greatest mileage of necessary and desir: able highways 
throughout the entire country. 

That, Mr. Chairman, concludes my statement and I will be very 
glad to attempt to answer any questions that may occur to any mem 
bers of the committee. 


63235-—55—pt. 2——-7 
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Mr. Fatton. Thank you very much, Mr. Secretary. 

Mr. Secretary, I would just like to ask you one question and then 
pass you on to the members of the committee. 

In the findings of this committee and the developments at the hear- 
ings that we held very extensively on this program, we did not have 
one witness who opposed any part of the Clay plan with regard to the 
need and the approach to the need and the construction, and so forth. 
It was never in question. The financing plan was never in question 
seriously in our committee until the action of the other body. 

It is the thought of some of us, and I would not say all of us, but 
some of us, that if we passed the bill as given to us, the Dondero bill 
and the chairman’s bill, we would face a situation in conference with 
the Senate where we would have no bill at all because of the difference 
in philosophies. In conference you can usually change dates and 
figures, and things of that kind, but we have always found a difference 
in philosophy can never be resolved. That is the reason why we have 
taken a different approach, so that we could get a highway bill this. 
year. 

I am just afraid, as one member, that if we pass this bill as it has 
been handed to us or introduced by our chairman and Mr. Dondero, 
that we will not have a highway bill this year. 

With that in mind, that is the reason why we are here today, and 
certainly there has been a long hearing on it. We started way back 
in May and have met almost daily to get a highway bill out. I think 
the members have been serious about it. Knowing the facts in the 
case, they are trying to come up with the best bill that we can possibly 
“pe this session. 

r. Bocas. Mr. Secretary, we meet on unfamiliar territory. I am 
here as a chairman of the subcommittee of the Ways and Means Com- 
mittee, where you are usually present at the raising of revenue or de- 
creases in the same. 

In connection with this revenue section, I would like to ask you a 
few questions about this alternative finance plan, namely, the so- 
called bond issue. Is it your contention that this program could be 
financed by the issuance of revenue bonds without an increase in taxes 
in addition ? 

Secretary Humpurey. It is, Mr. Boggs. I believe that can be done. 

Mr. Boaes. How could it be done ? 

Secretary Humpnurry. By the formation of a governmental au- 
thority with power to issue bonds and the dedication to the payment 
of those bonds of these taxes that have been specified over a sufficient 
period of time; and the dedication of those taxes would pay off those 
bonds over a sufficient period. 

Mr.Boces. If the present revenues plus the proposals contained 
in this bill, which as you know raised the gasoline tax and diesel fuel 
and rubber tax, and so forth—if these revenues are still inadequate 
by $4 billion as set forth in your statement, then under what scheme of 
financing could revenue bonds be paid off with an interest rate under 
the existing tax structure ? 

Secretary Humpnrey. Mr. Boggs, it is all a matter of time. The 
present bill takes into account revenues for 15 years. The payment 
of the bonds would take a much longer period. It would take less 
money per year, but more years to pay. 
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Mr. Boces. How many years? 

Secretary Humpurey. My recollection is, it is 30 years total. 

Mr. Boces. How much interest would you pay over a period of 30 
years? 

" Secretary Humpnrey. My recollection is about $11 billion. 

Mr. Boces. So that you would increase the cost by $11 billion # 

Secretary Humpurey. Of course, you know, in regard to interest, 
somebody has to pay interest wherever you use money. It all de- 
pends on how rapidly you want to spend money as compared with 
how rapidly you want to pay for it. If you want to pay currently, 
as you go, why, the taxpayers’ money is used currently and they are 
deprived of the interest on their money. If you want to pay it out 
over a long period and issue bonds for it, the taxpayers keep their 
money in their pockets for a longer period of time and have the bene- 
fit of the interest and earnings on that money during that period, 
and the Government pays it out. So somebody has to pay interest, 
no matter how you do it, if you spend it faster than you collect it. 

Mr. Boggs. In any event, from the point of view of the Govern- 
ment, this would cost $11 billion more than the Fallon bill? 

Secretary Humpurey. That is right. At the expense of the tax- 
payers. If you do it the other way, the taxpayers lose the oppor- 
tunity to earn interest on their funds because the Government saves 
the interest. 

Mr. Boces. Of course, that is true of every taxpayer’s dollar spent. 
Is that not so? 

Secretary Humpurey. That is absolutely right. Every time you 
use money somebody pays for it one way or another. 

Mr. Boces. From the point of view of the national debt, is it my 
understanding your plan would not increase the national debt? You 
know, we just raised the national debt limit for you. 

Secretary Humpurey. I remember that. 

Mr. Boaes. This would not have any effect on the national-debt 
limit ? 

Secretary Humpurey. I think not. 

Mr. Boees. Why ? 

Secretary Humpurey. These would be revenue bonds and would be 
a direct obligation of the governmental authority, and would be paid 
by a dedicated tax. 

Mr. Boaes. Whose obligation would that be? 

Secretary Humpurey. The obligation of the authority. Just like 
the New York Port Authority, or many of the State road authorities. 
It is a very similar method of handling things of this kind to have 
authorities issue bonds and the obligation becomes the obligation of the 
authority. 

Mr. Bocas. But what would the authority be? Would it be a crea- 
ture of the Federal Government ? 

Secretary Humpnrey. That is right. 

Mr. Boaes. Whose ultimate responsibility would it be then? 

Secretary Humpurey. Ultimately the moral responsibility is the 
Federal Government’s. 

Mr. Boces. The responsibility of the Federal Government ? 

Secretary Humpnurey. That is right. 





1192 NATIONAL HIGHWAY PROGRAM 


Mr. Boges. So that if you issued revenue bonds for $40 billion, and 
assuming the revenues did not produce what we calculated they would 
produce, then who would pay them off ? 

Secretary Hlumpurey. The Federal Government would arrange 
taxes that would see they were paid. The taxpayers eventually are 
going to pay them, whoever does it, but it would come through the 
Federal Government. 

Mr. Bogs. So actually whether you create a corporation or not, 
and regardless of what kind of bonds you issue, it is a responsibility 
of the United States Government; is it not ? 

Secretary Humpurey. A moral responsibility. That is right. 

Mr. Bocas, You mean it is not a legal responsibility ? 

Secretary Humpeurey. No, I do not think it is. 

Mr. Bocas. It is not a legal responsibility ? 

Secretary Humenrey. | “do not think it is a direct obligation of the 
country and of the United States. It is a direct obligation of the 
authority, which is a governmental body, and it is just like other 
things. What is included in the debt limit is a statutory matter. The 
statute provides that certain items will be included in the debt limit 
and certain other items will not be included in the debt limit. The 
debt limit does not mean you include in it everything the country owes 
either directly or indirectly. If it did we would have to double it. 

Mr. Boces. Do you have any similar situation in the Government 
today ? 

Secretary Humpnrey. You have analogous situations of various 
kinds. The Government is contingently responsible on a lot of obli- 
vations that are not included in the debt. limit. 

Mr. Boces. What are the ones not included in the debt limit? 

Secretary Humpurey. Some of the housing obligations. There are 
pension obligations which are purely mor: al obligations, but which 
would certainly be paid. 

Mr. Boees. You mean the Congress passes an act saying that Mr. 
X will draw a pension over a period of time, depending on how long 
he lives? 

Secretary Humpurey, That is right. 

Mr. Boees. According to that, you figure out how long he lives—— 

Secretary Humpurey. That is right. But if you fall short on 
pensions you know and I know that Congress will'see they are paid. 

Mr. Boccs. What others are there? The Commodity Credit Cor- 
poration’s obligations are under the debt limit; are they not? 

Secretary Humrnrey. I think when we sell—I think that is 
complicated. 

Mr. Boggs, I would have to get specific advice on it. It depends. 
When the ( ‘ommodity Credit issues an obligation we can sell that 
and it is not in the debt limit. However, when the grain comes over 
und the title to the grain is taken by the Government, then it does 
go into the debt limit. In other words, it is a very great technicality 
there. 

If you want it specifically, I had better get it exactly correct for 
you. But there is a very technical aspect there that has always got to 
he watched. 

Mr. Boges. You say this would be a moral obligation and not a 
legal obligation on the part of the F ederal Government ? 

Secretary Humrurey. I believe that is right; and not a direct 
legal obligation within the meaning of the debt ‘limit. 
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Mr. Boces. You would not maintain for one moment, though, that 
there would be a default on it? 

Secretary Humpnrey. I certainly would not. 

Mr. Boces. If it is not a legal obligation, what do you anticipate 
the interest rate would be? Would it be higher or lower? 

Secretary Humpurey. I think the interest rate would probably be 
a little higher because of the indirect obligation than it would be on the 
direct obligation. On the other hand, in order to sell these securities 
and in order to sell our Government securities, we have to reach all 
markets and all classes of investors. These bonds would go into maf- 
kets that are now being supplied in the large part by State obliga- 
tions. If this plan is adopted these State oblig: itions and the necessity 
for States to spend money on Interstate Systems will be gre: atly 
reduced, so that there will be a lack of State obligations of this kind, 
and these bonds would go into those markets. 

I think you might not find very much disparity in the interest rate 
because of the difference in markets. 

Mr. Fatton. Will the gentleman yield ? 

Is it not true, Mr. Secret: wy, regardless of how you finance it, the 
Clay plan operates the same as far as the State participation is con- 
cerned ? 

Secretary Humpnrey. That is right. 

Mr. Farton. So under either plan the States are relieved. 

Secretary Humeurey. Either way. 

Mr. Faton. They are relieved of that huge amount of money that 
is used for the Interstate System now. 

Secretary Humpnrey. That is correct, Mr. Chairman. The States 
will be relieved under either plan. The States will be relieved of large 
obligations for expenditures. 

Mr. Bocas. Mr. Secretary, I will be through in a moment. As you 
know, I am one of your admirers. 

Secretary Humpurey. That is very mutual, Mr. Boggs. 

Mr. Boaes. And I have been for a great many years during which 
vou have been here. One of the things that impressed me about you 
is, I think you have been genuinely sincere in your desire to put our 
money on a sound basis. You know, we talk about sound money 
before the Ways and Means Committee ‘all the time. 

Secretary Humenrey. Right. 

Mr. Boees. To reduce, if possible, the national debt, and to reduce, 
if possible, the tax burden. It seems to me that this proposal—I am 
not sure whether you advocate it or not, and I get the impression that 
your endorsement of it is rather lukewarm. I could be wrong on that. 

Secretary Humpurey. You could be. 

Mr. Boces. But really, this just does not impress me as sound 
financing. If you advocated this plan for highways, why would you 
not likewise some along and create Government corporations to do 
all kinds of things in the Government and keep that out of the na- 
tional debt limit and mortgage ourselves forever? 

Secretary Humpurey. There are certain things that we already do 
this sort of thing with. Where you have an earning asset, Mr. Boggs— 
where you build and construct an asset which earns, then I think it is 
perfectly proper to take the earnings of that asset and pledge those 
cael to the payment of the cost of that asset. I think that these 
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revenue bonds would be paid more regularly and more promptly than 
you make reductions in your general revenues and general debt. I 
think if you take these revenues that are specific earnings of the asset 
that is created and pledge them to the payment of the asset, that is a 
very sound way of doing business. 

Mr. Boees. You would not apply that same principle to any capital 
asset in which the Government participates ? 

Secretary Humpnrey. If it really earned the money. You cannot 
do it if it does not earn money. You cannot do it—not that it is not 
useful—but you could not do it for an office building of the House of 
Representatives. 

Mr. Boees. The President appointed a Commission here some time 
ago. I know we had one on highways—the Clay Commission. He 
also appointed a Commission on Intergovernmental Relations. That 
Commission recommended that this program be on a pay-as-you-go 
basis. 

Have you read the recommendations ? 

Secretary Humpurey. I have. 

Mr. Boces. What do you think about their recommendations ? 

Secretary Humrurey. I have stated in my statement here I think 
you can do this either way. I think it is in the hands of the Con- 
gress to do this either way. I stated in my first testimony before 
this committee, and I am glad to repeat it here, I do not think you 
can ever get any Treasurer to tell you he opposes paying as you go, 
provided you can raise the necessary money properly and legitimately 
enough to do the program in the time that is required. 

Mr. Bocas. I have just one other question. As I understand your 
answer to my previous question, it is that if this bill provides the 
necessary revenues out of current revenues, then you approve the 
bill. Is that correct? 

Secretary Humpurey. To do the job. Any bill that will do the 
job in the necessary time and that will raise sufficient revenue to pay 
as we go is the thing I cannot object to as Secretary of the Treasury 
of the United States. 

Mr. Boaas. So, if you do not object to it, you approve of it? 

Secretary Humpurey. I think the other plan is better. Under all 
circumstances I think the other plan is better. It would be my choice. 
But I think you can do it this other way, if that is what you desire 
to do. 

Mr. Bocas. And this way would save the United States Government 
$11 billion on the interest basis ? 

Secretary Humpnrey. The Government will pay that much less 
interest out, but this saving of interest is a pretty phony thing. 

Mr. Bocas. What about interest on the national debt generally ? 
Is that a phony thing? 

Secretary Humpnrey. The Government pays the interest out be- 
cause it has spent money that is left in the hands of the taxpayers, 
that the taxpayers owe, and the taxpayers are getting the interest 
on their money in the meantime. The same thing goes on any way 
you do it, and the same thing is true on the road program. 

Mr. Bocas. Mr. Secretary, would that not justify deficit financing, 
which you are opposed to? 

2 ecnetary Humpurey. No; I do not think it has anything at all to 
o with it. 
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Mr. Bocas. Let the taxpayer keep the money and he draws interest 
rather than the Government paying it out. 

Secretary Humpurey. That is right; but that does not justify defi- 
cit financing at all. It does not justify it at all. 

Mr. Boges. It eliminates the interest consideration. 

Secretary Humpurey. Let me see, Mr. Boggs, if I can attempt to 
explain to you how I feel about this, as I did in a very, very simple 
way over a radio program the other day. Let us say I am a carpenter 
and let us say as a carpenter that I can earn a certain amount of money. 
Let us say I want to spend more money for my living expenses, and I 
want to buy my wife more clothes, and want to do more of various 
things. I want to go to more movies, and more baseball games, and 
bet on the horse races, or whatever it may be, and spend more money 
than I currently earn. I am going to borrow money to do that to 
live beyond my means currently. I think that is wrong. I think I 
will get in trouble if I do that and I think that the Government, if it 
does the same thing, will get in trouble. 

But now I am a carpenter and I can get only a certain wage a day 
because I have only a certain number of tools. I cannot do the work 
that will pay me higher wages with those tools. But if I buy some 
more tools I can get higher pay and I can raise my pay and I can 
increase my earnings. I do not have more money to buy all of the 
tools with that I would like to have, which will get me more earnings 
currently. I think it is perfectly proper for me to go out and borrow 
some money to buy those extra tools so that I will immediately begin 
to earn more money and can use the money I earn over and above what 
I was earning, to pay for the tools. 

That is the difference between living beyond your means and borrow- 
ing money to provide actively earning assets. 

Mr. Boges. Suppose, though, the carpenter could get his money for 
$11 billion cheaper and still get his tools? 

Secretary Humpurey. Ah, but you cannot do that. 

Mr. Boses. That is the problem. 

Secretary Humpnrey. That is a trick and I would like to know how 
you do that. 

Mr. Boeas. I do not believe it is a trick. The question is whether 
you pay as you go or pay $11 billion in interest. 

Secretary Humpnrey. Ah, you can do both. You can do it either 
way. One, I believe is proper and one, I believe, is improper. 

Mr. Boces. You would say, would you not, Mr. Secretary, that this 
committee is approaching this thing from a responsible point of view ? 

Secretary Humpnrey. Oh, yes. 

Mr. Boaes. If it passes a bill somewhere down the line it has to 
provide a method for financing. Is that not correct? 

Secretary Humpurey. That is correct. Yes, sir. 

Mr. Boees. And if it provides the revenues to build the roads, 
whether it is now or in the future, then they have acted responsibly ? 

Secretary Humpurey. That is right. 

Mr. Boees. One final question and I am finished. 

Secretary Humpurey. The only thing, Mr. Boggs, this committee 
must not do, is to pass a bill and not provide some way of financing it. 

Mr. Boaes. One final question. Have you studied the tax schedules 
proposed in this bill ? 

Secretary Humpnrey. Ihave. Yes, sir. 
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Mr. Boees. What do you think of them? 

Secretary Humpnrey. I think that it will raise the money outlined. 
I think the figures and the computations are correct as nearly as can 
be reasonably estimated, and I think it will raise the 7. of money 
over the period approximately as they are outlining it. I do not think 
anybody can guess within 10 percent or so over “LS years just what 
you can do, and I think this is well within a 10- -percent fluctuation as 
to where it will come out. 

Mr. Boces. Do you think the proposal is fair and equitable ? 

e Secretary Humpurey. That is a very big question. 

Mr. Boces. It sure is. 

Secretary Humrnrry. I think it is a pretty good spread of the taxes 
that would be required among the people that will benefit from a 
substantially improved highway system. 

Mr. Boees. That is all, Mr. Chairman. 

Mr. Fatxion. Mr. Dondero. 

Mr. Donnero. Mr. Secretary, if the theory advanced by my able 
colleague, Mr. Boggs, should be extended to all Government activities, 
even the paying for a war during a war period, do you think that the 
economy and the business of the country could stand levying taxes im- 
mediately to pay as we go? 

Secretary onaniage. No, Mr. Dondero, I do not. I think it is 
a perfectly proper thing under occasions as I have indicated to borrow 
money either for an individual or for a government. 

Mr. Donprro. The fact is that a great deal of the economy and busi- 
ness of this country are conducted on exactly that basis. Is that 
right ? 

Secretary Humpurey. That is correct. 

Mr. Donprero. We borrow money even to build the levees on the 
Mississippi River in which our able friend from Louisiana is inter- 
ested. We borrow money to develop the great power interests of the 
Northwest and the West, and we borrow money for many other things. 
We do not pay for them currently as we go. 

Is it not a fact that the reason why we do not do it is that it would 
impose such a burden on the people of the country and the business and 
economy of the country that they could not pay it, and that is why we 
have borrowed money and spread it over a longer period of time. Is 
that not true? 

Secretary Humpnrey. That is correct, Mr. Dondero. The prin- 
cipal reason, however, I think, is you are seeking to get the benefit of 
the earnings from the things of that kind that you build at a sooner 
date, so that the earnings themselves or so that the things themselves 
cen help to pay for themselves. 

Mr. Donpvero. Exactly that. If we adopt the present bill, the Fallon 
bill, for 14 or 15 years it means that the 3 million new cars that are 
added to the highways every year, or about 40 million of them, would 
be paying for the entire charge that this bill carries with it in taxes. 
If we adopted the President’s plan of 30 years, it means that not 
40 million, but 90 million new cars that will be on the road in 30 years’ 
time would also be paying for them. 

Ts that not about the difference between the two theories? 

Secretary Humrurey. I think that is probably it. 

Mr. Donvero. In other words, let those who use the highways pay 
for them as we use them. That is the whole difference in the phi- 
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losophy of the two proposals. Is that not about it in a few words? 
Secretary Humpurey. I think one is pay as you go, and the other 
is pay as you use. 

Mr. Donpero. That is it. 

I might say to my able colleague that not $40 billion in bonds is 
involved, but the testimony shows that $21 billion in bonds is all the 
bonds proposed to be issued under the President’s plan. 

I might ask, Mr. Treasurer, if the truth is not this: We have already 
issued about $245 billion in bonds which m: ry be a moral obligation 
of the Government, but are no part of the legal debt limit of the 
Government, between $240 billion and $245 billion. That is the figure 
that has been presented to us. 

Secretary Humpurey. I do not believe I could answer that without 
checking, Mr. Dondero. 

Mr. Donpero. That is all, Mr. Chairman. 

Mr. Buiatnrg. Mr. Chairman. 

Mr. Fatton. Mr. Blatnik. 

Mr. Buiatnrk. Mr. Secretary, I direct a question or two at the 
matter of exemptions for nonusers. The taxes on your fuels, such as 
gas or diesel oil and tires until now were considered to be general 
revenue that went into the Treasury, with no specific dedication of 
them or allocation in mind. It is clearly the intent of the committee, 
from all of the discussion in the hearings we have had, that by increas- 
ing the gasoline tax by 50 percent and the tax on diesel oil by 300 
percent, ‘and on rubber and large tires by 300 percent, it is clearly the 
intent that all of the revenues from this increase on what was until 
now a general revenue fund shall be directed to paying for the Federal 
highway program. 

Now the matter comes up, How about the rather substantial users 
of gasoline, diesel oi] and fuel oil, and rubber who do not use these 
highways? Do we impose a substantial increase on their taxes when 
they use it for a eee ge that will be of no direct benefit to them? 

Mr. Humenrey. Mr. Blatnik, that resolves itself, I think, into 
mostly & practical matter. In spreading the taxes you occasionally 
do get into a hardship case of one kind or another. The amounts 
involved have to be taken into account, and the cost of collection 
has to be taken into account. You can get into details in attempting 
to make corrections where your cost of collection will exceed the 
amount you get. 

I think by and large the making of too many and too small exemp- 
tions will get into such a complicated collection problem that it 
ably would destroy itself, almost. I do not say that there 
exemptions. It is possible that some divisions could be made, 
and large, as you get into the details of half a dozen or a ddect n ithe 
exemptions then in checking up on that and trying to get honest colle 
tion of taxes and cost of administration and cost of checking, afd 
all that, is more than the tax is worth. 

Mr. Buatnrk. But when large economic units have areas of industry 
such as your transit industry, which is in a pretty tough situation all 
over the country—— 

Secretary Humpnurey. The transit industry uses roads. Keep this 
in mind, Mr. Blatnik. This bill, or either or these bills. either way 
vou go, the States are going to be relieved of very substantial expend- 
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itures for the Interstate System. It is not just the people. The 
people who are to pay for this are not just the people who ride on the 
Interstate System, but the people who ride on any highways. They 
all get benefits because by this work being done on the Interstate 
System the States will have funds to use on other roads, such as the 
farm-to-market roads. 

Farm-to-market roads are mostly used by agriculture. Your farm- 
ers get a great deal of benefit out of them. The people who drive to 
the city get a great deal of benefit out of them. Not only do you get 
matching funds to be disbursed under these plans in greater amount 
than ever before, but the States themselves are relieved of money 
they are spending for the Interstate System and they can use it on 
the other roads. There is nobody who uses the roads for any purposes, 
whether it is on the farm, or the city, or any place, who is not going to 
get some benefit out of this, or who will not stand to get a benefit out 
of it because of the way in which the whole thing is tied together. 

Mr. Buatnrik. But in large areas such as transit and in mining up 
in northern Minnesota and Michigan, a lot of the mining is done by 
trucks using large tires. In the aviation industry aviation gas is 
already paying 2 cents tax on a gallon while in flight, and they are now 
adding on another cent. The fishing industry and the agricultural 
industry are other segments. 

If it is administratively feasible you then say that there would be 
no objection to providing for exemptions? 

Secretary Humpnrey. I will just be a little more specific. Let us 
take the mining industry or timber industry, and so forth. If that is 
entirely off-highway use and if the licensing of the vehicles is entirely 
for off-highway use so that they use no highways whatsoever, then 
perhaps you have a case there. Aviation gasoline is taxed now. It is 
pretty hard to say that the airlines do not get some benefit. But on 
the other hand, the airlines have to get people to and from their 
airports, and have to use highways to do it. As a matter of fact, it 
takes me, when I go to Cleveland, almost as long to get to my home 
from the airport over the highway as it does to fly from Cleveland 
down here. So you have to use highways in order to get to use the 
airplanes, and to get away from the airplanes after you get to your 
destination. 

So all of those people will get indirect benefits from this. Whether 
or not that is a fair spread or not I am not the one to say. But keep 
this in mind: First, your exemption must. be such that it is practical 
from a collection point of view. Secondly, if you exempt anything 
that amounts to a substantial amount of money, you have to put it 
on someone else, because you have to get the same total amount of 
money. You cannot just exempt people and not tax somebody else 
to make up for it. 

So when you study what exemptions vou care to make, have in mind 
first the indirect uses the people get and have in mind the cost of col- 
lection, and then have in mind on whom you will put the tax to pay 
the bill to make up for those whom you have left out of it. 

Mr. Buarntk. I do not feel any of these are being left out of it. 
Take aviation. For all their surface transportation they are paying 
the same tax as any other transportation industry. The same with 
agriculture and lumber and mining. The minute the trucks are used 
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on the highways and roads for ordinary transport and it is not spe- 
cifically for mining, they will pay the same increase as the others, 
just as they do now. 

Secretary Humpnrey. Mr. Blatnik, in a lot of this I am not arguing 
with you, but pointing out the things you have to think about. In 
mining you must have in mind, for instance, that on the Mesabi 
Range, which you and I are thoroughly familiar with, you have 
trucks which never go out of a pit. They go in there and they never 
get out. That is a pretty clear case. 

On the other hand, you go to some other mines and industries and 
they run into the woods, or run into the mines to get their trucks 
loaded, and run over their private roads, and then run out over the 
highways that they deliver all of their materials on. So they use 
both highways and private facilities. You have all sorts of combina- 
tions of things which you have to take into account to get into this 
very intricate question you are talking about. 

Mr. Buiatrnig. That is all. Thank you. 

Mr. Scupper. Mr. Chairman. 

Mr. Fation. Mr. Scudder? 

Mr. Scupper. Mr. Secretary, I am thoroughly in accord with your 
statement. I have in my business life, which es been pretty much 
in the selling field, found that where anything useful is involved it 
will stand the interest payments. I feel this program is definitely one 
that is making an investment in a part of our country. 

There was one provision in this bill as previously recommended 
which called for the refunding to States for lorie constructed high- 
ways up to the standards of the Interstate System. That has, I 
believe, by agreement been eliminated. It involved something like a 
billion and a half to two billion dollars, which should reduce this 
overall picture. The property loss that has been occasioned on our 
highways because of inadequacy could mean a saving to the motorist 
of an amount equal to or maybe exceeding all of the interest that 
would be paid on this project during its life. We have to take into 
consideration that the safer highways will save property damage. 

Have you an estimate as to what that property Sane is at the 
present time? 

Secretary Humpurey. I will have to ask Mr. du Pont. 

Mr. pu Pont. $2.5 billion a year on the Interstate System alone. 

Secretary Humpurey. $2.5 billion a year, he says, on the Interstate 
System alone. 

Mr. Scupper. Well, $2.5 billion a year does not take long to run up 
the entire interest charge against this system. That does not account 
for the great loss of life that is occasioned by the use of inadequate 
highways. 

I want to ask a question as to how many lives are lost on our high- 
ways each year. 

Secretary Humpnrey. [ will ask Mr. du Pont. 

Mr. pv Pont. 36,000 last year, approximately; roughly 100 a day. 
The savings on the Interstate System alone are estimated at a saving 
of 4,000 lives per annum. 

Mr. Scupper. 4,000 lives per annum ? 

Mr. pu Pont. On the Interstate Svstem alone. 

Mr. Fation. Will the gentleman yield ¢ 
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Mr. Scupper. Yes. 

Mr. Faution. Of course, that is true under any procedure by which 
you might finance the plan. The financing does not change the saving 
of lives. 

Mr. Scupper. No, that is right, Mr. Chairman. But I feel that 
sometimes this body might make a mistake in judgment, and sometimes 
the other body might make a mistake in judgment, as to what is the 
proper way to handle this program. 

I do not believe because the other body has set up a program which 
they say they feel is right, that we should have to fall in line with their 
thinking. I believe we should submit to them a highway program that 
is workable and then let them ace ept it or reject it, as they see fit. 

I very much apprec iate your testimony and thank you for the same. 

Mr. Jones. Mr. Chairman. 

Mr. Fation. Mr. Jones? 

Mr. Jones. Mr. Secretary, are you of the opinion that the proposed 
schedule of taxes presently pending before the committee will be suffi- 
cient to obtain the total amount of money estimated that it will bring 
in during the 15-year period ? 

Secretary Humenrey. No. The best estimates are that they will 
not. The best estimates are that they will be about 10 percent. off. 

Mr. Jones. About 10 percent off? 

Secretary Humpnrey. That is right. It looks as though it may be 
a little more than that. It looks as : though these figures ‘would be on 
total revenues of $32.5 billion, that you would spend about $37 billion. 
So the revenues as proposed are not quite sufficient to meet the ex- 
penditures as proposed. 

But as I said in my previous testimony, when you get to guessing 
15 years ahead as to how much use will be made of how much gas or 
anything else we will use in this country—if you are within 10 percent 
you are “probably nearer right than the figures will be anyhow. 

Mr. JONES. And the $32 million is based on the calculation of a 
15-year period ? 

Secretary Humpurey. That is correct. And the expenditures are 
based on that period, too; and what the costs will be 15 years ahead is 
pretty questionable. 

Mr. Jonrs. The estimate of the cost during the 15 years on the 
Interstate System is what figure ¢ 

Secretary Hu uP HRreEY. The total for both the cost of the Interstate 
System and for the return of money to the States is $37 billion. 

Mr. Jones. Is it your understanding that the revenue measure— 

Secretary Huxpnrey. I can answer it this way, I think. The con- 
struction costs are approximately $24 billion on the interstate, and the 
return to the States is a little over $13 billion. Two to one. 

Mr. Jones. That is based on an estimate of $622 million for all 
categories of roads other than the Interstate System ? 

Secretary Humrnurey. No. It is an increasing scale. The figures 
T have here start ovt with $700 million and end up with $1,050 million. 
Jt keeps increasing every year at $25 million a year. 

Mr. Jones. And your estimate is based on the acceleration of the 
other categories of roads other than the Interstate System ? 

Secretary Humrnrey. That is correct. 
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Mr. Jones. I thought in Mr. Blatnik’s questioning you gave an 
analogy of the so-c: lled C lay proposal and said that it could be likened 
to the New York Port Authority. 

Secretary Humpurey. That is right. 

Mr. Jones. Is it not a fact that the New York Port Authority has 
the authority to impose revenues which their corporate function 
clothes them with ? 

Secretary Humpnrey. That is right. If you wanted the analogy 
to be exact, this authority would have the power to fix tolls on these 
roads. 

Mr. Jones. That is right. So all you have is a diversion of general 
revenues to a specific use ? 

Secretary Humrurey. Well, that is the thing we went over before 
at great length. You have to measure your tolls somehow or other, and 
how you measure the toll is something you can wn in several ways. 
You can do it by weight, or axle load, or mileage, or by the use of fuel. 

Mr. Jones. Can vou give us an analogy of a bioverninent corpora- 
tion that obtains all of its money from the Treasury of the United 
States and designates it as revenue for that corporation / 

Secretary Humrnrey. No; I do not think you can, but I do not 
think you need to. I think from a practical point of view and an 
cperating point of view this would work in that way. 

Mr. Jones. So when you talk about the fiscal situation and the fact 
that there is no charge against the general debt of the United States, 
you would have to make up to the General Treasury that amount 
which is diverted to this corporation, would you not ? 

Secretary Humpnurey. No; I do not think so. I think these taxes 
could be diverted to this particular use out of the general funds. Asa 
matter of fact, most of these taxes have been spent, or a large part 
of these taxes right now this year we are collecting in the 2-cent gas 
tax—the gre: ter part of that this year is being handed back to the 
States in the road fund. 

You are not going very far and you are practically doing the same 
thing as it was, except that you do not have an obligation to apply 
it to. 

Mr. Jones. At present the income from excise taxes and income 
taxes goes into the General Treasury and not the road program. 

Secretary Humpurey. It goes out on the road program. Whichever 
plan you use here, whether it Fis the pay-as-you-go, or the time-payment 
plan, the taxes you raise will have to go to that purpose. Whether 
they go into the General Treasury and then go out for that purpose, 
or just how you put it in and out, does not make much difference. The 
taxes are being raised. 

What are you talking about here? Raising certain taxes for a par- 
ticular purpose—not for general revenues, but for roads. 

Mr. Jones. What is the total income to the Tre: asury of the United 
States at the present time from Federal excise taxes on automobiles, 
gasoline, and the various other types of user taxes imposed? It is 
in excess of $2,500 million, is it not ? 

Secretary Humpnrey. As I recall it—maybe I am wrong and if |] 
am I will subject this to correction—but I will say it is about $9 billion. 

Mr. Jones. What percentage of that is going into the road program 
on a matching basis? 
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Secretary Humpurey. You are talking about all excise taxes? Is 
that what you asked me? 

Mr. Jones. Yes, sir. 

Secretary Humpurey. A very small percentage of that goes to 
roads. It is only a very small percentage that has anything to do 
with roads. If you are talking about the gasoline tax-—— 

Mr. Jongs. Well, Mr. Secretary—— 

Secretary Humpurey. Waita minute. Let ustalk about that. Do 
you have the sheet that shows how much money we collected on the 
gas tax last year, and how much we spent? In the 1956 budget we 
budgeted to collect $982 and budgeted to spend out $740. Next year 
we budgeted to collect $1 billion and spend $800 million. So you are 
pretty near spending it anyhow. 

Mr. Jones. That is on the gasoline tax alone. 

Secretary Humpurey. That is right. That is gas and fuel—gas 
and diesel oil. 

Mr. Jones. Gas and fuel oil? 

Secretary Humpurey. Which are the only taxes we have—— 

Mr. Jones. What use is being made of the other money collected 
in the form of excise taxes which are being imposed on the sale of 
automobiles, parts, and other things? 

Secretary Humpurey. The other money of that kind is relatively 
small and it goes into the general revenues. 

Mr, Jones. Under this plan it would be diverted to a corporate use? 

Secretary Humpnurey. That is right. 

Mr. Jonzs. For the purpose of road construction ? 

Secretary Humpurey. It would be increased and diverted to this 
use. That is right. 

Mr. Jones. Following the same reasoning, why would it not be wise 
to take the revenues now obtained by the Federal Government in the 
form of gasoline and excise taxes and earmark them for road use? 

Secretary Humpurey. That is what you would do. 

Mr. Jones. That is on the increase you would do that, but I am 
talking about on the present schedule of taxes. 

Secretary Humrurey. No, I am talking about the whole business. 
That is what you are doing with all of it. 

Mr. Jones. Mr. Secretary, there has been furnished to this commit- 
tee the amount of $2,500 million as the total source of income from 
gasoline and all excise taxes. You just concluded by saying we are 
matching approximately $900 million. 

Secretary Humpurey. No. You are including some excise taxes 
on sales of things other than this. You are not just including gas 
and oil. Let us find out here. This is all these things. These other 
things are sales taxes, you see, that are included in here. Your gas 
and oil taxes come up to about $1,100 million. 

Mr. pu Pont. The other is excise taxes. 

Secretary Humpnrey. You have a whole series of excise taxes and 
the excise taxes, as I recall it, are about $9 billion. 

Mr. Jones. Then going back to my original question, what would 
be wrong in taking all of the taxable income you have from that source 
and making a user tax out of it? You would have the equivalent of 
what is proposed in this revenue measure. 
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Secretary Humpurey. There is no connection in use that I know of 
between them. You have all sorts of taxes in here that have nothing 
to do with highways and nothing to do with 

Mr. Jones. You say you are insupport of the revenue measure 
which would take in certain taxable sources and then earmark them 
for specific road use. 

Secretary Humpnrey. The only taxes I am suggesting you earmark 
are the taxes that have to do directly with the thing we are talking 
about, and which are increased and obtained and promoted by the use 
of this. You will get more gas tax and get more diesel fuel taxes 
because you have more roads and you are going to increase those. The 
roads themselves will increase your taxes. 

Mr. Jones. Mr. Secretary, do you stand on this proposal: That 
the truck excise tax will go from 8 to 10 percent? 

Secretary Humpnrey. I see that has been added in here. Yes. 
I noticed that. 

Mr. Jones. That is a new source of revenue which will be earmarked 
for the road use and highway construction use. 

Secretary Humpnurey. That is in this last bill, and I don’t know 
whether the last bill earmarks it or not. I will have to examine that. 

Well, it isn’t even in the bill. So it is a suggestion. I don’t know 
how that would be handled. 

Mr. Jonrs. All these taxes that you based your estimate on—— 

Secretary Humpnurey. This is a suggestion. Now, whether under 
this new plan those are earmarked or not I’m not prepared to say. 
I don’t know. 

Mr. Jones. Just one other question: The testimony before this com- 
mittee, Mr. Secretary, is that the interstate road system of 40,000 miles 
will accommodate approximately one-seventh of all the vehicular 
traffic over all the roads in the United States and yet will cost 75 
percent of the total expenditures of the Federal Government in road 
construction for a period of 15 years. Do you think that is justifiable? 

Secretary Humpurey. I will have to ask Mr. du Pont about those 
figures. I don’t know anything about them. 

Mr. pu Pont. The first figure you gave, sir, is correct. It is esti- 
mated that the traffic will double within 10 years on that system, 
thereby taking care of between 25 and 30 percent of the entire traffic 
in the United States. 

Mr. Jones. During that period of 15 years, and we will be spending 
approximately 75 percent of all Federal expenditures on 40,000 miles 
of road ? 

Secretary Humpurey. No; no. The refunds to the States will 
amount to $13 billion and the cost of this is 24. You will spend most 
about two-thirds of it, and the other continues on. I think there is 
something the matter with the figures. 

Mr. Jones. I think there is, too. 

That is all. 

Mr. Fation. Mr. Auchincloss. 

Mr. Aucuincxoss. Mr. Secretary, you have expressed you opinion 
about the two proposals, the Sata Clay proposal and the so-called 
Fallon proposal. Do you think it is possible to combine them both 
so we have a little bit of taxation and a little bit of bond financing? 
Secretary Humpurey. I can’t hear. Is it what? 
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Mr. Aucuincwioss. Do you think it is possible to combine these two 
suggestions into an act with a little bit of bond financing and a little 
bit of taxation which would meet the requirements of the Treasury 
Department ? 

Secretary Humpurey. I think it could be done, Mr. Auchincloss, 
wholly either way or to any degree of combination that you saw fit 
to adopt. 

Mr. Aucuincioss. Would your Department be willing to try to 
draft such a measure? 

Secretary Humenrey. We will be glad to assist the committee in 
anything they might ask us to do, if they would indicate what they 
wanted; but that, as I see it, is strictly a problem for the decision of 
the committee and not for the decision of the executive. 

Mr. Aucuincioss. Yes, but we 

Secretary Humpurey. We will be glad to furnish figures and help 
in any way wecan. We are at your service. The determination of 
policy is in your hands and not ours. 

Mr. Aucurncioss. Mr. Chairman, I think it would be very helpful 
to our thinking if some suggestion along that line would be submitted 
by the Treasury Department, as to how to finance the program. 

That is all I have to add. 

Mr. Fation. Mr. Dempsey. 

Mr. Dempsey. Mr. Secretary, Mr. Boggs has asked you about the 
interest and you said it was about $11 billion over this 30-year period. 

I understood from your testimony, when you last appeared here, 
that the interest is higher than it would be if there were direct 
Treasury bonds. 

Secretary Humpnrey. The direct interest on a particular bond, 
Mr. Dempsey, is a higher figure if it is an indirect obligation than 
if it is a direct one; but whether or not that would cost the Treasury, 
in its overall picture, the difference in that I am very doubtful because 
we have to reach into various markets and those obligations would 
be higher in some markets and permit us to put cheaper obligations 
into others, I believe. 

Mr. Dempsey. But at that time, Mr. Secretary, you thought it 
would be from a fourth to a half of 1 percent. 

Secretary Humpurey. Something of that kind on the particular 
bond, but not necessarily in the overall. 

Mr. Dempsey. You think it will take 30 years to pay off this in- 
debtedness, if we follow the Clay report—and the Fallon bill is the 
same thing, insofar as items other than the 

Secretary Humpnrey. I think our figures show, Mr. Dempsey, that 
the receipts from these taxes, if they are unchanged, would take about 
30 years to pay the estimated principal and interest of the amount 
that we would spend in about 10 years. 

Mr. Dempsey. And it would be necessary for you to use all the 
income for this specific purpose for that length of time? 

Secretary Humpnurey. That is right. 

Mr. Dempsey. Do you think the roads are going to last 30 years? 

Secretary Humpnrey. I don’t think that is quite the way to look at 
it because, while it is over a 30-year period, you are taking 10 years 
to put them in and you are practically over about a 20-year period 
because the first road could be out at the end of 20 years and the last 
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road would only be in 20 years by the time it was finished before you 
got to the 30 years. 

Mr. Dempsgy. You think the roads will stand up for 20 years? 

Secretary Humpnurey. I am not an expert on roads. I have taken 
the Department of Roads figure on that, and I understand from them 
that they advise us that is a proper life of the road. 

Mr. Dempsey. Then the life is going to be longer than it ever has 
been in the past? 

Secretary eee Well 

Mr. Dempsey. I have had quite some experience in roadbuilding, 
and in supervision, but I don’t know of a road that has stood up for 
20 years. 

Secretary Humpurey. I wouldn’t want to comment on that because 
1 am not an expert in the road business. 

Mr. Dempsey. With the growth, the automobile growth, that we 
are advised will occur, we are going to need more roads at the end of 
15 years than we are asking for now, in my opinion. So, if we don’t, 
to some extent, finance as we go, I think we are just heading for a lot 
of trouble along the line somewhere. 

Secretary Humpurey. Mr. Dempsey, again I can say that a Treas- 
urer never objects to paying as you go. 

Mr. Dempsey. Mr. Secretary, I appreciate the conditions, that 
something must be done to cure the situation on the highways and, 
no matter what it is, I think we must do it. 

I want to see a bill go through the Congress this year because we 
have delayed too long. 

Secretary Humpurey. I think everybody does. Everybody wants 
roads. I think you can just take that for granted. 

Mr. Dempsey. That is true, and there is only one way we can get 
them, and that is to get together in some way and put the least burden 
on the people who are going to use the roads, to get the job done; but 
we are going to have to put some burden on to get it done. 

Now, : your illustration of the carpenter w ith the tools was a good 
one, but I can’t imagine a man with a saw doing this work. 

When the time comes for more roads, we have got to have an abil- 
ity to raise some funds; but everything under the bond program would 
be mortgaged for a 30-year period. 

Secretary Humpurey. And you would have to put on more taxes at 
that time, and now you are putting them on now, and it just gets 
down to: When do you gentlemen think the people want roads 
sufficiently so that they w ant to pay more than they are paying at the 
present time for them, and how fast do they want them and how 
widespread do they want them? 

Mr. Dempsey. I want to call this to your attention, which is some- 
what amazing to me: We have approximately 58 million highway 
users. I am speaking now of the man who owns a car, used for his 
business or various purposes a man will want a car for. This com- 
mittee, I don’t think, has received 1 complaint about the extra 1 cent 
on the Federal gasoline, and they are paying a pretty high rate. 

In my State they are paying 6 cents to the St: ute, now paying 2 to the 
Federal Government and not objecting to another cent if the money 
goes to roads, which hasn’t been the case in the past. 
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I would like to see some compromise worked out here. [f it is ong 
to hurt any segment of our people, we don’t want to do that; but 
don’t think you can get by with just a bond program. If the House 
did pass a bill of that kind, I don’t know whack it would end right 
there; and I think time is running out on us now. 

Thank you very much, Mr. Secretary. 

Mr. Fatton. Mr. Mack. 

Mr. Mack. Mr. Secretary, when our subcommittee of 9 members 
was in session discussing the financing of this program early in the 
session we took another vote, 6 to 3, in favor of a compromise between 
the President’s plan and the Fallon bill, that is, we believed that part 
of this program should be financed, as was suggested by Mr. Auchin- 
closs, by taxes and in part should be financed by borrowing. 

In the event that such a compromise was arrived at by this com- 
mittee, is it your opinion that we should still have the Commission 
or the agency, an agency of the Government, do the borrowing and 
pay this out of the tax revenues of highway users and not resort to 
adding it to the general revenues? 

Secretary Humpurey. Absolutely. The only way to do it is to 
use a combination of the two plans and not just turn it into the Gen- 
eral Treasury. That I am absolutely opposed to, and I think it would 
be about as irresponsible a thing as you could do. 

Mr. Mack. I would agree with you on that proposition, Mr. 
Secretary. 

Secretary Humrnurey. If you have these roads, whatever amount 
you want to spend on roads you should raise in whole or in part by 
taxes or bonds or a combination of the two, but don’t just spend the 
money and leave it hanging in the air with no place to get the money 
from. The Treasury can’t take that. 

Mr. Mack. Mr. Secretary, we adopted entirely the President’s plan 
which is to raise $37 billion by bonds to build these highways an 
pay for them over 30 years or if we adopt the Fallon bill proposal of 
paying for the highways as we go over a period of 15 years, exactly 
the same people are going to pay the taxes and provide the money 
to pay off the charges of the highway program; is that not correct? 

Secretary Humpnrey. The people who use the highways would 
ultimately pay the bill. 

Mr. Mack. Our distinguished colleague, Mr. Boces, has made a 
point of the interest that is involved. Isn’t it a fact if we do adopt 
that plan, the President’s plan, it will be the interest paid, but that if 
we don’t adopt it the same people, by us taking away their money or 
us forcing them to pay interest on the trucks they buy or the fuel oil 
they buy or the tires they buy, will have to pay the interest out of their 
own pockets and probably pay a higher rate of interest than the Gov- 
ernment ? 

Secretary Humpurey. I don’t know about the rate, but it will be 
one way or another. 

Mr. Mack. Just one other point, Mr. Secretary: If we go into this 
intended highway program, that is going to encourage more building 
of roads by the States and the States are going to have some financing. 

Don’t you believe the Federal Government would be acting more 
soundly if it would leave some of these sources of revenue untouched 
that the States can employ to carry out their program? 
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Secretary Humenrey. I think what the Federal Government does 
always has to pay attention to what the States ought to do and how 
they have a means of accomplishing it. 

Mr. Mack. Taking care of the interests of the States is one of the 
reasons you say in your opinion the President’s plan is your first 
choice? 

Secretary Humpurey. That is right. 

Mr. Mack. That is all, Mr. Chairman. 

Mr. Fauton. Mr. Smith. 

May the Chair make an observation before you interrogate the wit- 
ness, Mr. Smith? 

We have 16 witnesses to appear before this committee today, and 
we have quite a large committee, as you gentlemen can see. I wish the 
members would refrain from asking questions that have already been 
answered. I have noticed already there has been some repetition. So 
if the members will try to refrain from repetition and just ask ques- 
tions that the Secretary has not already answered— 

Mr. Smith. 

Mr. Smrru. Mr. Chairman, I agree there should be no repetition. 
However, we could have avoided the situation about being jammed 
for time if the committee had allowed sufficient time for hearings to 
be held on this important tax matter. As it is, we are jamming them 
up into 2 days and we certainly have no right to complain—I mean 
the people who provided for this jam-up in 2 days have no right to 
complain—about the time being taken of the witnesses. 

Mr. Fauion. May the Chair make an observation: When you say 
“the people,” the committee decided that. 

Mr. Smiru. I am referring to the committee, of course. I said 
we provided for it. 

Mr. Humphrey, my colleague, Mr. Mack, said that by providing for 
these roads and the Givceainens paying for the interest we are saving 
the people from having to pay interest on private purchases and things 
like that. 

If we are going to adopt that as a Government policy, would it be a 
good idea to provide the Government will buy your refrigerator, your 
house and everything else for you and pay the interest thus saving the 
taxpayer from paying that interest? 

Secretary Humpurey. I don’t think that it would work out that 
way, Mr. Smith. 

Mr. Somirn. I don’t either, but I think that is a ridiculous attitude 
that a lot of proponents of your plan are taking, that the Government 
should take over everything and thereby save everybody some money. 

You have made mention of the fact in your testimony or in one of 
the interrogations that the States would be out of the bond field as 
far as highway financing was concerned; yet at the same time you 
have said the States would be greatly increasing their highway ex- 
penditure. How are they going to get out of the bond field for you 
and at the same time step up the highway expenditure ? 

Secretary Humpurey. No. What I said was this: It would reduce 
the obligation on the States, and because they get more money out of 
this program, and because they have to spend he money on their other 
program, which this program is taking over, practically all of the 
benefit of this money will be reflected in the States, either in the funds 
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that are handed to them as matching funds or in the building of roads 
that they will be relieved of building. 

Mr. Smrru. If there is any increased State activity, they will cer- 
tainly have to stay in the highway financing field by issuing bonds 
and things like that. 

Secretary Humpurey. Well, to some extent; but there will be less 
pressure on them because they are getting more money here, and there 
will be less roads of this kind to build. 

Mr. SmirH. There will be less State bonds only if they don’t in- 
crease their highw: ay construction—— 

Secretary Humpnrey. No: no. 

Mr. Smirn. To the extent——— 

Secretary Humpurey. They can increase their highway building 
and have less bonds because they get more money here. 

Mr. Smiru. They get more money here. There is no qeeation about 
that; but if there is going to be any increase beyond what we are doing 
now, as other people have indicated, they are still going to 

Secretary Humpurey. No, sir. They can increase what they are 
now doing and borrow less money because they get more money here 
to do it with. 

Mr. Smirn. I presume that is a difference of opinion. 

Secretary Humpurery. That is just a matter of adding up figures. 
That is all that it is. 

Mr. Smirn. We don’t understand what each other is talking about. 

You made in your interrogation by Mr. Blatnik a statement about 
refunds for nonhighway use. You stated it was logical for a certain 
type of nonhighway use 

Mr. Fatiton. May we have order, please / 

Mr. Smirn. And there should be an exemption or a refund on the 
gasoline tax, did you not, or on the excise taxes ¢ 

Secretary Humpurey. I said what ¢ 

I couldn’t hear for a minute, Mr. Smith. 

Mr. Smiru. You said there were certain types of nonhighway use 
for which you would be proper to provide an exemption or refund. 

Secretary Humpnrey. I said that could be taken into account by 
your committee. 

That is a matter of your committee’s discretion, as I see it. 

Mr. Smrrn. What I mean is: Don’t you think it is a matter that 
should involve some judgment from you since you are going to be the 
man to collect these taxes and 

Secretary Humpnrey. No, because I pointed out to you very care- 
fully, Mr. Smith, the things you ought to watch out for with respect 
to the expenses of collection and all that, and I also said that if you 
relieved it in any substantial amount that you would have to put it on 
some other place. 

So, as far as Tam concerned, if you take care of exemptions so they 
ean be properly handled from an administrative point of view and 
supply any other funds from another source, we will have the same 
amount of money and our figures will come out the same way. 

Mr. Surrn. Then your department would have no objection to this 
committee writing in an exemption for all nonhighway use of gasoline 
and the other excise taxes ? 

Secretary Humrpnrey. No; I didn’t say that. I said you have to 
watch to see which ones you will do and to have in mind the adminis- 
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trative burdens and what are practical and what are impractical in 
doing it, and then you have to supply the same amount of funds else- 
where. 

Now, that is the only way I can answer that question. 

Mr. Smiru. In other words, you have no recommendation in that 
regard ? 

Secretary Humrurey. I have not. That is up to the committee. 

Mr. Smiru. One other question: In the interrogation previously 
about earmarking the revenue, you pointed out that ‘the present excise 
taxes on trucks and buses and tires and tubes, and various other 
things like that, are not considered to be earmarked for highway use; 
is that correct ? 

Secretary Humpnurey. That is right. 

Mr. Surrx. But, of course, if the so-called tax plan approved by the 
subcommittee here were put into effect, it is my understanding there 
would be an earmarking of part of that revenue. 

Secretary Humpnrey. I say, I have seen nothing but suggestions; 
but T assume that is what the committee has in mind. 

Mr. Smiru. In other words, we have earmarked part of this reve- 
nue and earmarked the last 2 percent on the trucks, and we earmarked 
the last 10 cents of the 1! 5 cents on the tires and- 

Secretary Humenrey. I don’t know just how you are going to do 
it. Ihave never seen any es ntesr in that regard at all. 

Mr. Smirn. You have seen the proposed tax schedule this committee 
approved. 

Secretary Humpurey. And in the tax schedule I have the full 


amounts of the moneys that you propose here. 
thi 


Mr. Smrru. Didn't you see this tax schedule that this committee, 
this a approved on Friday? 

Secretary Humpuney. I saw it yesterday; yes. Somebody showed 
it to me yesterday. I have it right here. 

Mr. Smirn. I thought you were here to testify about that. 

Secretary Humpnrey. I am here to testify about it. I have it right 
here. 

Mr. Surru. I thought anybody testifying on it would be familiar 
with what is in it. 

Secretary Humpnurey. I am familiar with it. I can tell you every 
bit about it. T have it right here in front of me. What do you want 
to know ? 

Mr. Smrru. I want to know the question I asked you awhile ago. 

Secretar Vy Humpnrey. You asked me what was dedicated. There 
is nothing in respect to what you have done, as far as T know, as to 
what is dedicated and what isn’t. If your committee has taken some 
action of that kind, I have never been advised of it. 

Mr. Smrrn. The committee has only proposed these taxes 

Secretary Humpurey. All right. 

Mr. Smiru. Indicated on this schedule. 

Secretary Humpnrey. You asked me whether this were dedicated or 
not. I don’t know. 

Mr. Smirn. I asked—— 

Secretary Humpnrey. I don’t know whether the committee has 
done it or not. 

Mr. Smiru. Mr. Secretary, I asked—— 

Mr. Bocas. Will the gentlemen yield ? 
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Mr. Secretary, as a matter of law, I am curious about this—and I 
ask this for information: Is there any procedure under Federal law 
whereby we can specifically dedicate revenues ? 

Secretary Humpnrey. I believe there is, Mr. Boggs. 

Mr. Boaes. Social security, for instance 

Secretary Humpurey. For a particular purpose, the way you do 
with social-security funds and so forth. 

Mr. Boces. But there is no dedication, you know. 

Secretary Humpurey. You cannot legally 

Mr. Boces. That is my question. 

Secretary Humpnrey. Strictly legally, one Congress cannot bind 
another; but in all the history we have of funds of this kind, where 
one Congress has dedicated a certain amount or a certain collection to 
go for a specified purpose, it has always been honored by subsequent 
Congresses, or else they have changed the substantive law. 

Mr. Bocas. The point I am making is: To write in specifically 
into the language of the legislation the dedication, I have some doubt 
about the legality of it. 

In the AA case, the processing tax, which was dedicated for the 
farmers—— 

Secretary Humpurey. I don’t remember that. 

Mr. Boces. The Supreme Court threw it out on the dedication 
theory. 

Sounders Humpurey. I don’t remember that; but social-security 
taxes, many taxes are earmarked for special funds, for special places, 
and it is my duty to estimate them and see they go there, and that is 
my difficulty here. 

Mr. Fation. Are there any other questions? 

Mr. Smiru. Mr. Secretary, for the past 3 years the President has 
submitted to you, I believe, and to the Congress suggestions about 
continuation or additions or subtractions from various excise taxes 
which are on the books and have to be carried on. The President 
makes that recommendation on the assumption that is part of his 
responsibility. 

ecretary Humpurey. That is right. 

Mr. Smirn. Don’t you think it could be so interpreted as part of 
his responsibility in regard to the excise taxes, to pay for these roads, 
to make some recommendation ? 

Secretary Humpnrey. He has made a recommendation, Mr. Smith, 
and his recommendation is that this bond program be adopted, and 
I made it again this morning. 

Mr. Smrrn. You, as Secretary of the Treasury, don’t make any 
recommendations in regard to these other taxes? 

Secretary Humpurey. I do not. 

Mr. Smirn. That is all. 

Mr. Fation. Mr. George. 

Mr. Greorce. Mr. Secretary, I would like to call your attention to 
page 3 of your testimony, where you quote the President of the United 
States, in which it is said: 








A sound Federal highway program, I believe, can and should stand on its own 


feet, with highway users providing the total dollars necessary for improvement 
and new construction. 


Now, in that statement it recommends that highway users pay for 
this expanded highway program. 
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That is the President’s statement, and it is your statement, and I 
would take it if this committee levies a tax or a substantial tax to 
help pay for this expanded highway program, then we should exempt 
nonhighway users under this statement, because it seems to me the 
statement is perfectly clear—and to get specific, what I have in mind 
is—that the one big tax group we are going to collect from as non- 
highway users is the farmers who use the gasoline for tractor gas. 

Now, if we pass this straight across the board, we will levy a $30 
million tax on farmers, which will go again to increase the cost of 
production on their farming operations. 

They pay taxes through their trucks; they pay it through their 
automobiles. 

All States but three exempt off-the-highway use for farmers. 

Would you have any objection if we could write a workable bill so 
that we could enforce it on collections, because I know you will collect 
the gasoline tax at the manufacturing level, where we exempted 
farmers for this additional 1 cent? 

T am not talking about the 2 cents which the Ways and Means Com- 
mittee put on and which is normally considered and goes into the gen- 
eral revenue fund; but in this new expanded highway program, if we 
could eliminate this 1-cent tax for tractor gasoline, would you, as Sec- 
retary of the Treasury, have any objections? 

Secretary Humpurey. No; as Secretary of the Treasury, I would 
have no objection, subject only to these limitations that I spoke of to 
these other gentlemen—that you find a practical way of handling the 
matter and that the funds be supplied or the lack of funds be made 
up in some other way. 

Mr. Grorar. Why wouldn’t it be practical, from an enforcement 
level, to go ahead and levy at the manufacturing level as we do now 
and allow the farmer to submit on his income tax at the end of the year 
that amount as a deduction ¢ 

In other words, if he paid, say, $45 gas tax, then this one-third would 
come off, or $15, and he could take credit against his income-tax pay- 
ment at the end of the year or file for a refund. 

Secretary Humpnrey: I think, Mr. George, if you want to do this, 
if it is the committee’s desire to do this, then just exactly how you 
would like to accomplish it—I would like to have our operating people 
hear your program and work with you exactly as to the detail you 
want to do it. 

Mr. Georcae. I definitely want to do it. I don’t know about the 
majority of the committee. 

Thank you. 

Mr. Fatuion. Mr. Machrowicz. 

Mr. Macurowicz. Mr. Secretary, I think you have answered most 
of my questions, but the series of questions my colleague from Michi- 
gan, Mr. Dondero, has asked you have raised in my mind an infer- 
ence that probably the Clay plan might be more advisable because 
this plan would impose a burden which our committee could not stand. 

I want to ask you this question in view of those series of questions: 
Do you feel this new bill which has been proposed, this new proposal 
of taxes, would impose an unfair burden on our economy that any 
segment of it could not stand ? 

Secretary Humpnrey. Your question has two points to it. 
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As to the first, as to the total, I would say “No,” 
question. 

As to whether this spread is absolutely fair in all respects, I haven’t 
heard the testimony of other witnesses and I would hesitate to answer 
that. 

My general impression is that it would not; but, as I say, I haven’t 
heard the other witnesses. 

Mr. Macnrrowtcz. One other point I would like to make clear: I 
understood you to say the proposed bill would come within a little 
over 10 percent of the actual requirements. 

Secretary Humpurey. That is about right. 

Mr. Macnrowicz. My figures here show ‘that the proposed bill would 
bring in revenue of about $34.7 50,000,000— 

Secretary Humrnurey. Th: at is about it. 

Mr. Macnrowtcz. And that the total requirement is $37 billion. 

Secretary Humpnrey. That is about it. 

Mr. Macurowicz. That would bring it within 6 percent. 

Secretary Humrurey. Less than 10 percent. 

Mr. Macurowicz. That is within 6 percent. 

Secretary Humpnrey. I said less than 10 percent. 

Mr. Macurowicz. I understood you to say—— 

Secretary Humpnurey. I said it was within a range of 10 percent. 

Mr. Macnrowrcz. T understood you to say over 10 percent. 

Secretary Humrnrey. No. It is less than 10 percent. 

Mr. Macwrowicz. Actually, it would be within 6 percent. 

Secretary Humpurey. Your figures and mine don’t correspond; 
but it isn’t a big enough difference to talk much about. 

The figure T have here shows a deficit of $414 billion out of $37 
billion. 

Now, you know when you are estimating 15 years ahead, both ex- 
penditures and collections, you can make an awful lot of little differ- 
ences of that kind. 

Mr. Macrrowrcz. The last proposal of the committee shows a 
deficit of $2 to $214 ‘billion, which would bring it a little under 6 per- 
cent, which in your estimate is very close to the actual requirements ? 

Secretar y Humenrey. I won’t quarrel with that. 

Mr. Fatron. Mr. Becker. 

Mr. Becxer. Mr. Secretary, I want to say this: T have heard a great 
deal from you this morning about interest and taxes and T want to 
complime nt you for a testimony. 

I say that very frankly and honestly—that I have learned a great 
deal. 

Now, there has been a question of exemptions, as to who should be 
exempt from these proposed taxes under the Fallon bill. 

Wouldn’t we eliminate all the question of changing the law or ex- 
empting if we just simply adopted the Clay plan and issued the bonds 
and paid for the highway program on that basis, eliminate all the 
complications ? 

Secretary Humpnrey. You would eliminate a lot of complications. 

Mr. Broxer. It has also been said here one of the reasons we are 
discussing the Fallon bill—and this bill is in here before us—is be- 
cause another bill was passed by another House. 

Now, we may run into great complications in conference. 
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It seems to me the responsibility of this House is to pass legislation 
irrespective of what the other House may pass. 

When the other bill came before this committee, and the gentleman 
who sponsored it, it was readily seen the bill was inadequate to do 
the highway job on the 5-year plan, and out of that program it was 
well determined that many States of the country under that. bill 
would receive more money than they needed and my State and the 
State of New York, which would need over a billion dollars through 
the plan of the highway needs recommended by the Bureau of Public 
toads, would only receive half of the amount of its needs. So, con- 
sequently, we are not running in the face of that bill, as far as I ean 
see. 

The other point I want to make is this: The great discussion we 
have had over interest on this Clay plan—s11 billion in interest. I 

said yesterday before this committee that we have made foreign-aid 
payments in the last 10 years of some $40 billion. Overnight I re- 
ceived the correct figures and, with the bill we passed yesterday, since 
1945 we have appropriated $65 billion in foreign aid, on which amount 
the American taxpayer is going to be paying $1,600 million a year 
interest because of deficit financ ing, because every dollar is on deficit 
financing; and I said yesterday, and I say it again today, I can see no 
reason why we can't build highways on the corporate plan proposed 
in the Clay bill and give the American taxpayer some highways for 
the taxes he is paying and the interest he 1s going to pay. We are 
doing it in deficit financing in foreign aid. 

The only thing I want to ask you is this, and I believe it should be 
directed to Mr. du Pont—— 

Mr. Chairman, may I direct one question to Mr. du Pont? 

Mr. Fatton. Yes. 

Mr. Becker. One question, Mr. du Pont, that comes up all the time: 
How long do you believe these highw: ays under the specifications you 
now have prepared for the interstate system will last ? 

How long do you think the life of those highways will ordinarily 
be in ye foresee: a future ? 

Mr. pu Pont. I believe, sir, the rights-of-way, the grades and the 
termini: and that type of improvement will be perpetual to all 
intents and purposes. 

The surfacing will naturally wear out and will have to be renewed 
from time to time, depending on the traflic and other things. That 
could not, however, affect the permanent part of the structures and 
facilities and would amount to a relatively small cost at that time. 

Mr. Brecker. Would you mean that the base of this interstate svs- 
tem, with the concrete base, would be lasting almost to perpetuity / 

Mr. pu Pont. The Appian Wavy is still in existence. It was bui ilt 
before the time of Christ. 

Mr. Becker. That is right. 

And then the surface would be black-topped, which would be re 
inoved, we will say, in ordinary maintenance ? 

Mr. pu Pont. Well, not ordinary maintenance. It should be main- 
tained and subsequently replaced, but that would represent, in n 
judgment, not more than 1 5 percent of the cost at one time. 

Mr. Becker. Thank vou very much. 

That is all I have. 
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Mr. Faxon. Mrs. Blitch. 
Mrs. Burrcn. I have no questions. 

Mr. Fation. Mr. Withrow. 

Mr. Wrrurow. I have one question. 

Mr. Secretary, I probably should ask this question of Mr. du Pont. 
I am a little confused as to the type of roads, and I would like to ask 
Mr. du Pont this question, if I may, Mr. Chairman, and that is this: 
Don’t you feel it essential that this committee shall set some limit on 
the weight of the vehicles that will be permitted to travel on these 
highways ? 

Mr. pu Pont. I frankly am not too disturbed about that phase 
of the problem because, actually, the number of heavy wicks is 
reducing every year. 

I cannot say it is not desirable from a point of view of lengths, 
weights, and so forth, and I believe it would be desirable to put any- 
thing in there at the present time and have the matter subject to 
review when the road tests which are now being undertaken in Illinois 
are completed, and it should be revised at that time. 

Whether you do anything now or later, the advantage of doing it 
at this time is that you have it in there and subsequently can modify it. 

We, as engineers, today cannot give you specifically what the actual 
carrying capacities and the best design should be. 

So, I would put it in there on the premise that it would be reevalu- 
ated on a more realistic basis 3 years hence. 

Mr. Wirnrow. That is all I have. 

Mr. Fation. Mr. Rogers. 

Mr. Rogers. Mr. Chairman, I have one question. 

Mr. Secretary, as I understand your testimony, you have again today 
endorsed the proposed Clay plan in opposition to this, if you had 
your choice. 

Secretary Humepnrey. That is right. 

Mr. Rogers. Under the Clay plan, as I understood it, one of the 
reasons you were so much in favor of it is the fact you would only 
take out of the general revenue that amount of taxes to pay for this 
plan that came in for user taxes. In other words, you didn’t want 
to dip into the general revenue fund any more than that amount. 

Then the second point, as I understand it, is that you didn’t want 
to go and increase the debt limit of the United States. 

As I recall, under the Clay plan, there is a provision that if the 
corporation cannot sell its bonds it may then come to you and borrow 
up to $5 billion. Now, where would you get that money, Mr. 
Secretary ? 

Secretary Humrnrey. That is to provide for emergencies, for times 
when perhaps it will be impossible to sell bonds, or for specific pur- 
poses; and if that Aan 4 as a temporary matter, it would have to 
come from general revenues temporarily. 

Mr. Rocers. It would have to come from general revenues tempo- 
rarily or you would have to increase the national debt? 

Secretary Humpnrey. Or increase the national debt. 

Mr. Rogers. Which you do not want to do? 

Secretary Humrnurey. I would not want to do it, and it is there 
only as a safeguard in a big program of this kind to meet a temporary 
emergency. 
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Mr. Rogers. But under your plan the corporation could borrow up 


Secretary Humpurey. Only temporarily. 

Mr. Rocers. That is all I have. 

Mr. Fation. Mr. Cramer. 

Mr. Cramer. I have only one question, Mr. Secretary. 

There has been one question with the Senate’s action, as far as I am 
concerned, and that is in presenting a bill which the States cannot 
match in the first place, which has no means of financing in the second 
place, and I don’t think this committee should be overly concerned 
about that action because I think the Senate would have liked to 
reject it if it had the opportunity to do so, and I think it is looking 
to us, to the House, for leadership in this particular type of legislation, 
and I think you put your finger on a point when you said, ‘ ‘The ques- 
tion is: When can our economy absorb additional taxes in this par- 
ticular field ?” 

I want to direct my question to that particular point. You indi- 
cated you thought both of these plans—pay as you go, pay as you 
use—might be acceptable to you, but you preferred to pay as you use. 

We had testimony here yesterday—we undoubtedly will have testi- 
mony today—indicating that these taxes as proposed by the subcom- 
mittee would, in the first place, put out of business a lot of intercity 
buslines, would make it almost impossible for certain independent 
tire dealers to continue to operate, and would also make an undue 
burden on truckers and oil io 

Now, assuming those are the facts, does that in any way strengthen 
even more so your favoritism tow: ard the bond plan when it has been 
the policy of this administration, as I understand it, not to impose 
additional taxes but, instead, to try to encourage the growth of our 
economy by reducing taxes ? 

Secretary Humpnrey. Mr. Cramer, I don’t think we should put 
anybody out of business through excessive taxation. 

Mr. ey If, in fact, any particular one of these taxes would 
have that effect, you would object to it or would be opposed to it ? 

Secretary Humpurey. I am not in favor of any tax which I am 
convinced would put somebody out of business. 

Mr. Cramer. That is all I have. 

Mr. Fatron. Mr. Steed. 

Mr. Sreep. Mr. Secretary, do you agree this interstate road system, 
if built—— 

Secretary Humpurey. Iam sorry. I can’t quite hear. 

Mr. Steep. I say: Do you agree this system, if built, would have 
some value for national defense ? 

Secretary Humpnurey. Oh, yes; it would. 

ne Streep. Would you like to make some estimate as to how much 

f the value would be chargeable to national defense ? 

" Gasiediieg Humrnery. I think, Mr. Steed, it would be almost im- 
possible to do that, for this reason: If it becomes necessary to evacu- 
ate cities or if we have large-scale destruction in this country at some 
time, of course, important additional highway systems would be of 
almost incalculable value. If that never happens, they contribute 
nothing. So, you can go from one extreme to the other. 

Mr. Steep. Would it be fair, then, to say at least a part of this cost, 
chargeable to national defense, might well be borne by all the people 
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through ge nen al revenue rather than to saddle it all on the read users 
themselves? 

Secretary Humpurey. I would hardly think so. I think yeu would 
be splitting hairs pretty fine. After all, all of the people are spending 
a great deal of money for security now, and this would be an insurance 
in the event of disaster; but I really think this is a practical, definite 
thing that is required for the conduct of life in America, and I think 
the people that get the benefit out of it, the direct users, are the fellows 
who ought to pay the bill to the greatest possible degree that is practical 
in collection. 

Mr. Steep. Thank you, Mr. Secretary. 

Mr. Fation. Mr. Schwengel. 

Mr. Scowencex. Mr. Secretary, T should, first of all, like to com- 
mend you and point out to the committee and those present T believe 
you are completely devoted to this program because you are willing to 
compromise on section 4 and any method that is necessary. 

I do have a few questions, though, and one is: If we dedicate a por- 
tion of this as is proposed, through the bond program or the provisions 
of the so-called Fallon bill, that will mean taking money out of the 
general revenue. Is it true that will have to be substituted in some 
other way or else cut down Government expense or Government serv- 
ices? 

Secretary Humpnurey. That if vou could do what, Mr. Schwengel ? 

Mr. Scuwencrn. That if you dedicate a ce rtain portion of this, 
which we can’t do legally, but we are proposing, even through the 
present tax or the increased tax, or at least of the present tax, there will 
have to be substituted other income to take care of that ? 

Secretary Humpnrey. We will have just that much less in general 
revenue, and my hope is by reduction of expenditures, which we are 
working at all the time, and all that, we will get along; but I think 
that depends very largely on what other appropriations are made by 
the Congress that requires general revenue to pay for them. 

Mr. Scrwencer. But if that isn’t so, then we will have to tax some- 
where else? 

Secretary Humpnrey. If you spend other money elsewhere, you will 
have to raise it elsewhere. 

Mr. Scuwencet. I would like to make this observation: It has been 
said by various members there hasn’t been an objection to the gasoline 
tax. I might say T have received over 52 telegrams since Saturday 
morning when this was announced. Someone raised the question, on 
the matter of total excise taxes, about the gas tax. The figure I have 
is somewhere in the neighborhood of $1.3 billion for taxes besides the 
gas tax. 

Secretary Humpnurey. The total excise taxes are between 9 and 10 
billion dollars. 

Mr. Scuwencet. IT know, but that isn’t the automotive field. 

Secretary Huomprey. Oh, no. 

Mr. Scrrwencew. In the automotive field we have a figure. outside 
of gas taxes, of 1.3 billion: is that right? 

Secretary Huwenrry. | haven’t figured that up, but that might be 
it. T don’t know. 

Mr. Scuwencer. That is all. 

Mr. Fatron. Mr. Thompson. 
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Mr. Tuompson. Mr. Secretary, in deference to our chairman’s re- 


In connection with the question asked by our colleague from Okla- 
homa, Mr. Steed, do you know of a more pressing need in this country 
other than national defense for this highway program ¢ 

Secretary Humpurey. That is a difficult question to answer. There 
are so many things we have to have, but I can say this: That a high- 
way program is a very essential requirement, in my opinion, for the 
future of this country, and a rapid development of it, 1 think, is very 
essential. 

Mr. THomeson. Then, following that, it was mentioned a while ago 
that even the Mississippi River levees were paid for by deficit financ- 
ing; foreign aid is paid for by deficit financing. 

l think, of course, if we build highways, it. is going to have to be 
deficit financing, unless you add all these taxes that are proposed in 
the special subcommittee meeting the other day. 

It has also been mentioned that perhaps we could moderate and 
use part of both plans, and, frankly, 1 would join with those who 
would explore that type of procedure. 

In view of the importance of these highways to the national de- 
fense—and the Defense Department has stated the importance of these 
highways to them—and in view of the fact we have appropriated 
S32 billion this year for defense—and we hope we will never use a 
single plane or gun against an enemy; certainly we hope these high- 
ways won't have to be used for evacuation or the movement of troops, 
but it may be that they will—wouldn’t you say, then, if we could 
reduce these proposed taxes to some extent where they would not be 
such a shock to the taxpayers and then finance the rest through bor- 
rowed money, we should do that, and in borrowing it could not the 
Treasury, under its borrowing power that exists now, issue a special 
Treasury bond and get the same low rate of interest and increase the 
national debt if necessary ? 

Wouldn’t we be saving considerably in interest by so doing and 
still not in any way change the fact that we will be obligated for these 
funds if we borrow them ? 

Secretary Humpurey. Mr. Thompson, [ am spending my life try- 
ing to stop deficit financing, and I am doing that because I think deficit 
financing will ruin America if we continue it. I think we have got 
to stop deficit financing. I think we have got to make proper finan- 
cial arrangements for the things that we do. I don’t think we can 
live beyond our means in many ways, as illustrated with the carpenter. 

Now, I think there is an appropriate way to finance this, which I 
have suggested to you. I think you can finance it with taxes, which 
you gentlemen have suggested. 

I know of no other way it can be done properly, and I think if we 
continue with deficit financing in this country that that means we are 
continuing a killing tax load upon all of the people in all respects 
and I think it means that we will destroy the value of the dollar, that 
we will destroy people’s savings, that we will be back in the inflationary 
whirlaround, and I think the results can be perfectly disastrous. So, 
I am spending my life trying to stop it. 

Mr. THompson. But do you create enough revenue by this corpora- 
tion financing? You are taking some of the general moneys, general 

funds of the Treasury when you create this corporation. 
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Secretary Humpnrey. Not that I know of. 

Mr. Tuompson. Other self-liquidating corporations, I believe, cre- 
ate finances and they have assets for all the obligations and if they are © 
not liquidated, they should be; and you are creating no new income | 
through the corporation. 

Secretary Humpurey. Oh, yes: these roads will create additional | 
income. 

Mr. Tompson. Certainly. 

Secretary Humpurey. They will increase use. 

Mr. Tuompson. Very true. 

Secretary Humpnurey. They will increase use. 

Mr. THompson. And the national output 

Secretary Humpnurey. All of these figures in either plan are based | 
en very substantially increased use. 

These roads will generate use which, if properly taxed, will pay 
the money in to pay for the roads. 

Mr. Tuompson. I had thought the hard-money policy was out. It 
was attempted. It affected every small-business man in my area, and | 
then it was vacated ; but apparently it still exists in many places. Now, 
we are going in to pay with the same money that is coming into the | 
Treasury now a higher rate of interest than we could otherwise by bor- 
rowing from the—— 

Secretary Humpnurey. I don’t think we will. 

Mr. Tompson. Your previous testimony indicated we must pay 
higher interest under the corporation plan. 

Secretary Humpnrey. On that particular bond. 


Mr. Tuompson. Right. 

Secretary Humrnrey. But I have stated time and again in the gen- 
eral, overall I doubt very much it will be any more. 

Mr. THompson. You have said here this morning if we go through 
with the — plan of financing in this vacuum period after 20 


years we will still have the money tied up in servicing bonds and we 
will need new taxes then for reconstruction or new construction. 

Secretary Humpnrey. That is right. 

Mr. THompson. So, out of that plan you would not only pay the 
$11 billion interest, but you would hate to have the taxes later on. 

Secretary Humpnrey. But you would get roads much earlier and 
increase your earnings. 

Mr. THompson. It depends on whether you want to live fast now 
and have to starve later. , 

I was just wondering if you would not consider a plan where you 
would, say, decrease the proposed taxes and allocate a certain per- 
centage of this to the national defense effort and save money all the 
way around. 

Secretary Humpurey. There is no way in the world I know how 
to do it. 

Mr. Tuompson. I am thinking about these small people. 

You mentioned a while ago if these exemptions were made you were 
afraid too many small ones would cost too much. 

Every time we turn around the small-business man is getting hurt. 
Through the tire tax you would cause him to increase his capital. 

The farmer has the cost of production, and that includes the cost 
of gasoline. He can’t increase the price of farm products to pay this 
additional cent. 
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Secretary Humpurey. I think roads will help. I think these roads 
will help the farmers. 

I think this road program will be very beneficial to the farmers. 
I think it will be very beneficial to the manufacturers. I think it 
will be very beneficial to fellows with jobs going back and forth to 
work. I think it will help everybody in this country to some extent. 

Mr. THompson. It seems to me—— 

Secretary Humpurey. But you can’t spend money unless some- 
body pays it. 

Mr. THompson. I agree. 

Secretary Humpurey. It has to be paid and it has to be paid sooner 
or later, and the only way I know of doing it is one of these two ways. 

Mr. Tuompson. Within propriety, you should get money at the 


§ cheapest rate possible; isn’t that true ? 


Secretary Humpurey. I don’t know. It depends on how you do it. 
I don’t put any stock in this matter of interest. I don’t think it 


® amounts to much. 


Mr. Tompson. I think your testimony previously was not to that 


= effect. 


Secretary Humpurey. No. Our testimony previously was iden- 
tically what I have said today. 

Mr. THompson. Well, what I feel, Mr. Secretary, I must tell you. 
The small-business man, the small farmer will pay the rate of interest 
he is told he must pay. When he goes to sell his product, he gets what 
the public will pay ; and that is what I am trying to-—— 

Secretary Humpnrey. if you want to keep the interest rate down 
on the small-business man and the small farmer, you want to stop 
deficit financing. 

Mr. Tuompson. I can’t see the difference between deficit financing 
at a high price and deficit financing at a low price. You seem to 
favor the high price. 

Secretary Heieruans. You go back a few years, 15 years, when our 
dollar was worth a dollar and compare our dollar at 52 cents today, 
and who did that hit? 

I don’t want that any more. 

Mr. THompson. You wouldn’t compare this corporate type of 
financing: 

Secretary Humpurey. And that was because of a run of deficit 
financing. 

Mr. THomrson. You wouldn’t compare this corporate type of 
financing, would you, with these other instrumentalities—the St. 
Lawrence seaway, for instance—and say they are on a parallel? 

Secretary Humpurey. Well, they are not so very different; no. 
They are not so very different. 

Mr. THompson. One needs new revenues to offset liabilities and 
the other one doesn’t. That is the difference. 

_ Secretary Humpnrey. This is just a different method of collect- 
ing it. 

Mr. THompson. I know, but you 

Secretary Humpnurey. I explained, Mr. Thompson, to you before, 
if it were practical to do it, you could put people on the highways 
on the new highways, on these old highways—and you could have 
a man there to measure their gas and charge them for the gas they 
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used until they come off, and you could do that in that way just as 
well as this way if you wanted to go to the expense and trouble of 
having men all over the world measuring the gas. 

You don’t need to do that. From a “practical point of view, this 
gas is going to be used on these highways and I don’t see any reason 
why you have to have a lot of men—hundreds of thousands of men— 
checking up on it. 

Mr. THOMPSON. Very true. 

Secretary Humrnurey. These people who are going to burn this gas 
are going to burn it on the highways, and when they burn it on the 
highways they are helping to pay for the highways. 

Mr. THompson. Well, you say no Treasurer objects to pay as you go? 

Secretary Humrurey. That is right. 

Mr. THompson. And yet you would prefer to pay later? 

Secretary Humpnrey. That is right. 

Mr. THomrson. Maybe that is because you are Secretary of the 
Treasury instead of the Treasurer. 

Secretary Humenrey. No, no. J am perfectly willing to do either 
one, but I have a preference. 

Mr. THompson. That is all. 

Mr. Fauion. Mr. Alger. 

Mr. Acer. Mr. Secretary, I reread your testimony before our com- 
mittee before today and I have listened very carefully to what has 
been said today. I was impressed with your previous testimony by 
the mention of the inflationary potential. 

Bas 4 question is: W hich of the two plans—this tax bill before us today 

r the Clay plan—has the greater inflationary potential ? 

Secretary HUMPHREY. Taken all by itself, the Clay plan. 

If coupled with the Clay plan we go ahead with a reduction of Gov- 
ernment expenditures, I think we would offset it. 

The less inflationary—the surest way—is the Clay plan. 

Mr. Arcer. I have been impressed recently by information that the 
depreciation of automobiles and buses and trucks has more than paid 
for these highways. Mr. Du Pont said it again today, and yet yester- 
day in our hearings a bus man said they didn’t need new highways. 

Now, my question is: On this spr ead of taxes, considering if there 
is depreciation on equipment, do you think this is a fair spread to 
those who are using the highways and will use them in the future ? 

Secretary Humpurey. Mr. Alger, as I said a minute ago, I don’t 
think I am in quite as good a position to judge that as you gentlemen 
who have heard all these witnesses. 

From my point of view, without the benefit of all these witnesses, 
this looks like a pretty fair plan to me, but you have heard a lot of 
discussion which I have not. 

Mr. Atcer. One step further, then—and I appreciate your views 
very much, even though you have not heard the testimony : 

If these roads are income-producing and are earning assets, which 
you do seem to know something about, since that is your phrase, will 
not the same people who are taxed have a much brighter future on 
finer highways than without the highways ? 

Secretary Humpnrey. Oh, yes. 

Mr. Auger. Can they not make more money to pay these taxes ? 

Secretary Humprirey. That is right. These highways will help 
everybody in this country, I believe, to be better off. 
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Mr. Acer. One other question: Thinking of the 2 plans again, as 
we have 1 plan that takes 30 years to pay and, as our colleague from 
New Mexico has said, maybe we have other ans ahead of us—I for 
one think this country will grow astronomic: aly: in the near future, that 
we will need bigger and better highway programs, possibly within 15 
years—is it not possible we will have certain overlapping highway 
plans if we have long-term financing ? 

Secretary Humruney. It is possible you might. 

Mr. Arecer. One other thought: In the testimony you have presented 
it is called to our attention today there might be on present users’ 
iaxes about a $4 billion difference between income and expenditures. 
Is it not also possible—and the testimony we have heard and that sub- 
mitted in the Clay report bring this out—the use of these highways 
will more than make up that deficit under this taxation plan that is 
suggested ? 

Secretary Humpnrey. That is entirely possible, Mr. Alger. 

These are estimates both of expenditures and of incre: sed needs, and 
over 15 years those are very difficult figures to estimate accurately. 

Mr. Areer. Mr. Secretary, I just want to say this: I appreciate 
your testimony very much. I have reread what you said before and 
what you have said today, and I call to the attention of my colleagues 
today what you said before because there is nothing in it which doesn’t 
apply to this tax program today if they choose to read it that way. 

Thank you. 

Secretary Humpurey. Thank you. 

Mr. Farton. Mr. Burnside. 

Mr. Burnsipe. Mr. Chairman. 

Mr. Secretary, speaking about that Appian Way, that highway does 
not carry heavy traffic. So, I was just wondering now ‘who would 
pay this 10 percent for resurfacing. Would the States pay for it or 
would the Federal Government pay for it? 

Secretary Humpnney. I think I will have to ask Mr. du Pont to 
answer that because that is part of the administration of the roads 

rather than part of the way you raise your money. 

Mr. Burnsive. J think Mr. du Pont raised part of a question I just 
asked a few minutes ago. 

Mr. du Pont, you mentioned earlier this morning the Appian Way, 
the great historical highway, but it does not carry heavy traffic and 
does not carry the type of traffic that our highways do and it would 
not be applicable to the American highway. 

Mr. pu Ponr. I was referring to the permanent characteristics be- 
cause the inadequacy of our highw: ays today is due to the fact the 
rights-of-way were not adequ: ite at the time they were acquired, and 
subsequently those rights-of-way were not protected and encroach- 
ment has reduced materi: illy the use of the highway for its capacity to 
carry vehicles. 

The geometrics, so-called, of a highway are the most important. 
That has to do with the grades, the curves, the various features of 
that nature, and under this legislation, if it be enacted, the 40,000 
miles would be practically entirely protected, the rights-of-way, in 
perpetuity. So, they would not be subject to the reduction in capacity. 

Now, that is a permanent asset. 


63235—55—pt. 2——9 
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The grades, of course, would be permanent. The fills would be 
permanent. The drainage would be permanent. 

All of those things would be designed to modern standards, and it 
is for those reasons that we take the ) position that the most important 
part of the highway, namely, its location and its geometrics, would 
be permanent. 

Mr. Burnsipe. But who would pay for this 10 percent ? 

Mr. pu Pont. Who would pay for what, sir ¢ 

Mr. Burnsmwor. The 10 percent for the resurfacing. 

Mr. pu Ponr. That is an obligation of the States, which they have 
always had on all Federal-aid roads. 

Mr. Burnsior. Now, Mr. Secretary, do you believe the corporation 
setup is worth 1% to 2% billions of dollars to the Federal Govern- 
inent ¢ 

Secretary Humenrey. I don’t know just how to measure it, I am 
sure. 

Mr. Burnsine. I certainly do not, other than I know that is part that 
would build a whole lot of roads, and we do know, and you have testi- 
fied, and so has Secretary Weeks testified, that it would cost us one- 
quarter of a percent, and possibly up to half a percent more, and you 
know also that the Federal Government sets the pattern of interest 
for the States. So, the States, when they would come in on this pri- 
mary, secondary, and urban financing, would have to up their interest 
rates so that the 214 billion top that we were speaking about over the 
114 billion program would go up to probably 5 billion, 514 billion. 
That is a whole lot to pay for just the corporation setup without the 
other advantages. 

Secretary Humpurey. Of course, I can’t agree to your premise that 
would occur. 

Mr. Burnstpe. Again, Mr. Secretary 

Secretary Humpnrey. I can’t agree, naturally, it would definitely 
occur at all. 

I am not at all sure the total interest bill on all Government obliga- 
tions and financing would go up at all. 

Mr. Burnsipe. Mr. Secretary, you are a financier and you have had 
a great deal of experience. You know good and well if you have the 
Tr easury backing, and this corporation would have the Treasury back- 
ing—certainly it would; it is an obligation of the United States Gov- 
ernment—it would be paid off. 

You know very well that 

Secretary Humpnrey. Oh, no; I didn’t say we wouldn’t pay it off. 
I said it would not increase our interest. 

Mr. Burnstpr. You mean with the corporation you would not 
ay 
' Secretary Humrurey. I doubt very much if it would increase our 
overall interest charge at all in our total financing. 

We do financing all the way from short term to very long term. 
We do it all the way from less than a half of 1 percent at times up to 
314 percent or more. 

Mr. Burnstne. Yes. 

Secretary Humpurey. Now, in all that financing, F doubt very much 
if this amount of bonds placed in these particular places would change 
our total. 
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Mr. Burnsine. But, Mr. Secretary, I believe Secretary Weeks said, 
and I believe you said before—and correct me if I am wrong, because 
I would not wish to leave the wrong impression, but would not this 
corporate setup run a quarter to three- eights more interest and maybe 
even a half 

Secretary Humpurey. On that particular bond that is true, but let 
us put another bond out in enother market at a lesser rate, which 
would offset it. 

Mr. Burnsive. Well, that would be 2, 21% billion, then ? 

Secretary Humpurey. Maybe or maybe not, depending on how we 
do our financing. 

You have got to reach all markets for all classes. 

We owe so much money that we have to reach all the markets every- 
where, and we have to have all kinds of securities to do it. 

Mr. Burnsipe. Mr. Secretary, again you are a financier and you 
have had a great deal of experience, but you know, and I know, 
that if the United States Government undertakes this obligation 
under the type of corporation proposed it will run up the bond 
market. 

Secretary Humpurey. I don’t know whether it would or not, and 
I doubt very much that it would. 

Mr. Burnsive. If you think in terms of 101 billion financing, that 
is more than the Korean financing; is it not, Mr. Secretary ? 

Secretary Humpnurey. We are not talking about 101 billion. 

Mr. Burnsipe. That is the amount—— 

Secretary Humpnrey. No. We are talking about 21. 

Mr. Burnsipe. We are talking about 24 in the Fallon bill and 





27 





Secretary Humpurey. No; 24 in the Fallon bill, and the bonds 
in the President’s bill are $29 billion. That is the total amount of it. 

Mr. Burnsipe. Well, Mr. Secretary, I believe—is not this cor- 
rect—the President spoke of $101 billion ? 

Secretary Humpnrey. Well, that is total figures of all kinds, but 
that is not bonds. 

Mr. Burnsipe. If you are going out to raise that big sum of 
money 

Secretary Humpurey. I am not 

Mr. Burnsipz. And I am sure the President would not try to 
come out and fool the American public. 

Now, you wouldn’t say that, Mr. Secretary ¢ 

Secretary Humpnrey. I didn’t say that, and I wouldn’t think of 
saying it. 

Mr. Burnsive. But if you are talking in terms of a figure like that, 
you are talking in terms of interest increases on bonds, ‘it would have 
to, Mr. Secretary. 

Mr. Chairman, Mr. Brady Gentry said he had to go over to vote 
in another committee and he would like the opportunity to include 
in the record at this point a statement. 

Mr. Fatuon. If there is no objection, so ordered. 

Mr. Hull. 

Mr. Huu. Mr. Secretary, I just have one or two observations. 


This highway program is one of the President’s musts and one 
he is most interested in? 
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Secretary Humpurey. He is very interested in it. 
Mr. Huu. And it is in the interest of national defense. 
Now, I believe you testified before this committee at a previous 


time that in your opinion the Clay plan was deficit financing; is 
that true? 


Secretary Hlumpurey. Was what? 

Mr. Hutu. Deficit financing. 

Secretary Humpnrey. No. 

Mr. Huu. Deficit spending? 

Secretary Humpnrey. Well, it is borrowing money. It is not pay- 
ing currently. 

Mr. Huwzi. And would be much more inflationary in building the 
roads than pay as you go? 

Secretary Humenrey. Not necessarily. 

I just answered that question a minute ago. 

Mr. Huu. I know. 

Secretary Humrurey. And I will stand on my previous answer. 

Mr. Hutt. Mr. Alger and I have the same thinking on it, I think. 

Now, everyone in here is interested in highways. All of us want 
highways, and I do, too. 

I have heard the term “irresponsible” used in this committee several 
times. 

I think we owe responsibility—this committee does—to approach 
this thing realistically. None of us wants to tax anyone or price 
anyone out of business; but I, for one, am willing to share my part of 
this responsibility and pay for this highway as we go. 

Everyone wants it and no one w ants to pay for it. 

Secretary Humpurey. Mr. Hull, I would just like to say in my 
experience with the committee I have never seen a committee or mem- 
bers of it operate in any more responsible, thoughtful manner than 
the members of this committee have been operating on this bill. I 
will take my hat off to you. You have studied it and you have ap- 
proached it in the fairest way I have ever seen any legislation ap- 
proached. 

Mr. Huut. I do think it should be carried on on a nonpartisan basis. 
I don’t think politics has any business in a program of this measure, 
but apparently it enters into it. 

We have the finance ing of roads for 30 years, with people paying 
for it for 30 years, and in all probability the highway won’t last over 
20. So, as I understand it, this money is earmarked for 30 years; is 
that not correct? 

Secretary Humrnurey. That is correct. 

Mr, Hutt. And the secondary and primary and farm-to-market 
roads suffer under this measure? 

Secretary Humpnrey. Well, I don’t know what you mean, sir. 

Mr. Huw. $622 million. 

Secretary Humpnrey. Flat. 

Mr. Huuu. Flat for 30 years? 

Secretary Humpurey. That is right. 


Mr. Hutu. The estimated cost of the highways is $21 billion; is 
that not correct? 
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Secretary Humpurey. I thought it was 25. 

Mr. pu Pont. Twenty-seven on the interstate. 

Mr. Hutt. I thought the figure 25 was mentioned. 

Secretary Humpnrey. Mr. duPont says 27. 

Mr. Fatuon. Mr. Clark. 

Mr. Hutt. I have just one more thing. 

Mr. Faxon. I am sorry. 

Mr. Huu. And we pay in interest $11 billion ? 

Secretary Humpnrey. I think that is right. 

Mr. Huw. Or 111% billion, which would build considerable high- 
ways? 

Secretary Humpurey. Yes. 

Mr. Hutz. That is all. 

Mr. Fatuon. Mr. Clark. 

Mr. Hutz. Thank you very much. 

Mr. Fation. Mr. Secretary, in behalf of the committee, I want to 
thank you very much for coming this morning and to congratulate 
you in your patience and the intelligent manner in which you handled 
the testimony, as you always do. 

Secretary Humpurey. Thank you, Mr. Chairman, and members of 
the committee. Thank you very much indeed. 

Mr. Faxon. I hope we can get an interstate system of highways 
started this year. 

Secretary Humpurey. Thank you. 

Mr. Donprro. Thank you, Mr. Secretary. 

I concur in everything the chairman has said. 

Mr, Fauton. I would like to address the committee a few minutes 
before we recess. 

I have two telegrams here, one from Basalt Rock Co., Inc., and one 
from the Oliver Tire & Rubber Co. 

If there is no objection, I would like to incorporate them in the 
record at this point. 

(The telegrams referred to are as follows:) 


Napa, Cauir., July 11, 1955. 
Hon. Husert B. ScuppEr, 
House of Representatives, Washington, D. C.: 


Subcommittee of Public Works Committee of the House holding hearings 
today and tomorrow on $24 billion highway program to be financed with pro- 
hibitive highway users taxes. Wish to protest proposed increased taxes on 
gasoline taxes, excise tax on new equipment, freezing sizes and weights and 
extension of Davis Bacon prevailing wage law to highway construction. Appre 
ciate assistance transmitting protest. 

BASALT Rock Co., INc. 


OAKLAND, Cauir., July 11, 1955. 
Hon. GreorGE H. FALLon, 
Chairman, Roads Subcommittee, House Public Works Committee, 
House Office Building, Washington, D. C.: 


Please incorporate the following statement of our company as part of the 
record of hearings by your subcommittee on the proposed Federal highway bill. 

“We are a manufacturer engaged for many years in the production of camel- 
back for use by independent retreaders. 

“Point No. 1: The retreading of tires is a service performed in large ma- 
jority by independent tire treaders who as a segment of small business find 
their existence constantly threatened and restricted by limited working capital. 
The proposed tax on retreading would necessarily be financed by these small- 
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business men until collected by them. A tax of 7% cents per pound on the 
total weight of a recapped tire would in many instances represent a tax levy 
equal to 50 percent of the present service charge. This means that in order to 
exist on present operating capital a retreader must reduce his volume 33% 
percent even if he is paid within 30 days of the sale because of long-term com- 
petitive credit conditions encouraged by chains and company-owned stores. 
It is not unusual for a small-business retreader to have to carry his customer 
for 3 to 5 months. Truck operators have every incentive to pay first for new 
operating supplies such as fuel and new tires leaving retread service bills to 
the last, therefore the burden and risk of financing the proposed highway tax 
would fall most heavily upon those least qualified to carry, namely, independent 
retreaders. Faced with the necessity of putting working capital aside into 
reserves in order to pay taxes due on services for which they have not collected 
for several months many retreaders will be compelled to restrict their volume 
of such business by from 50 to 75 percent. Such business will be picked up by 
competitor chains and stores owned by large tire companies who can and will 
finance such transactions. The tire industry is already marked by the steady 
death of small free enterprise and the growth of a few large chains and manu- 
facturers to monopolistic proportions. The proposed tax on retreading would 
force a transfer of volume from small business to large business and would 
thereby tend toward monopoly. 

“Point No. 2: Tire retreading shops are numerous, volume is frequently small, 
and facilities for record-keeping often limited. The transaction is a charge for 
service and not a sale of merchandise. In some instances the recapping is per- 
formed by the trucker who owns the tire or by a tire manufacturer who operates 
on a mileage contract and in such case no transaction occurs. The net recovery 
of the proposed tax would therefore be sharply reduced by costs of administration 
and collection. Add to this the fact that the proposed tax would levy a second 
excise on a used tire casing on which an excise was formerly charged as a new 
tire and which casing has not since changed hands or been truly sold and you 
have a complex situation indeed. Nor can the proposed tax properly be collected 
by the camelback manufacturer because variations in camelback sizes, in equip- 
ment, and in practices would create obvious inequities. What man here would 
relinquish ownership of his shoes in order that they could be sold back to him 
so that a second excise tax could be charged him on his old shoes simply because 
he wanted them half soled? 

“Point No. 3: Tire retreading is a service and its motive is thrift and economy. 
Circumstances are the reverse to those existing in the sale of merchandise from 
which luxury taxes were recently reduced or entirely removed yet the proposed 
tax on retreading would levy a stiff penalty of approximately 50 percent on re- 
treading service. It would charge most heavily those who because of the economy 
sought are obviously least able to pay it is unreasonable in relation to other con- 
sumer taxes and it moreover is a deterrent to thrift and economy. The practice 
of conserving tire casings through retreading which served our nation admirably 
during World War II, would be restricted. The proposed tax discourages thrift 
and encourages waste. It is a tax not on merchandise but upon our national 
economy. 

“For the foregoing reasons and for reasons already expressed by others we 
strongly recommend that no tax be levied on retreading or on camelback.” 

OLIVER TIRE & RUBBER Co., 
Eric F. DANpy, 
Executive Vice President. 
Mr. Fation. The committee will stand in recess until 1:30. It will 
meet back here in this caucus room. 

(Whereupon, at 12:23 p. m., the committee recessed, to reconvene 

at 1:30 p. m., of the same day.) 


AFTERNOON SESSION 


Mr. Demesry. The hearings on H. R. 7072 will continue. 
gressman Landrum in the room? 
(No response. ) 

Mr. Dempsey. Mr. Pickett. 


Is Con- 
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STATEMENT OF TOM PICKETT, VICE PRESIDENT, NATIONAL COAL 
ASSOCIATION, ACCOMPANIED BY BRICE O'BRIEN AND HEISEL M. 
FOX, REPRESENTING THE NATIONAL COAL ASSOCIATION 


Mr. Picxerr. Mr. Chairman, my name is Tom Pickett. I am 
executive vice president of the National Coal Association. Our head- 
uarters are in the Southern Building here in the city of Washington. 
The National Coal Association is composed of a membership of 
the coal-producing, that is, the bituminous coal-producing fraternity 
throughout the coal-producing areas of the United States. 

Our appearance here today, Mr. Chairman, is not to speak on the 
merits or otherwise of the bill for the construction of highways, nor 
upon the question of what method of financing should be used, but 
our comment is addressed to the proposal contained in the bill before 
the committee to increase excise taxes on certain items that are listed 
in the bill. 

We have an interest in that matter because there is a tremendous 
amount of money spent by the coal industry each year on equipment 
such as rubber tires, tubes, and so forth, that are used in the mining 
processes and on equipment which never sees the highway. 

Our interest in this is to address ourselves directly to that feature 
of the bill, and to no other feature of it. 

It becomes important to the coal industry because any item of in- 
creased cost in the highly competitive industry which might be of 
minor consequence to some other industry oftentimes means the differ- 
ence between a break-even or loss on the one hand, or a small profit 
on the other. 

We have not had time, Mr. Chairman, to survey the entire situation 
throughout the coal industry in detail since the Fallon proposal has 
become known. We have, however, made some study of it in our 
offices here in Washington, and through contacts with people in the 
industry out in the field. Therefore our presentation aa today is 
not as comprehensive as we would like it to be, nor as it should be, 
to be of real significance of this committee. But the presentation we 
do make, we think, by a man who is an expert in the matter, as well 
as our tax counsel, will be of some service to the committee in appris- 
ing you of the nature of our problem and the extent of it. 

So with your permission, Mr. Chairman, I wish to express a word 
of appreciation to you and to the committee for the privilege of having 
said these few words, and I ask your indulgence to hear the tax coun- 
sel of the National Coal Association, Mr. W. Brice O’Brien. 

Mr. Dempsey. We will be happy to hear you, Mr. O’Brien. 

Mr. O’Brien. Thank you, Mr. Chairman. 

Our interest today is primarily in the proposed increases in the 
excise taxes on large tires and inner tubes. We also have some interest 
in the proposed tax on recaps and retreads. 

It is my understanding that the coal industry uses a large quantity 
of these items on equipment that never sees the public highways. The 
present excise tax on these items was intended as a revenue-raising 
measure. It was not written with the idea of obtaining the money 
from highway users to pay for highways. 

H. R. 7072 we assume shows that this committee’s intention is 
that the increased taxes shall be obtained from people who will benefit 
from the highways. 
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Mr. Dempsey. That is not entirely true. This is a national-defense 
bill, as well as a highway bill. 

Mr. O'BRIEN. If it is the intention of the committee to raise the rev- 
enue from persons who do not benefit from the highways, then I say 
the language of this bill carries out to some extent that intention. 
However, it would seem that where a particularly heavy excise tax is 
levied, that there should be some care taken to see that it is placed in 
a place where the burden can be borne by the taxpayers. 

I think that in the coal industry that is not true in this particular 
situation, because it further increases our handicaps in competitive 
situations with fuel suppliers, who do not necessarily have to pay this 
increased burden to the same extent that the coal industry will have 
to bear it. 

Mr. Donvero. Mr. Chairman. 

Mr. Dempsey. Mr. Dondero? 

Mr. Donpero. What would it mean in dollars to the industry you 
represent ? 

Mr. O’Brien. Unfortunately we are not able to answer that ques- 
tion. The gentleman on my right, Mr. Fox, is an expert in tire 
equipment in this particular company, and can and will give you 
some examples of what it means to his company. 

Mr. Dempsey. I would like to know approximately how many cars 
are involved in the industry you are in. 

Mr. Picxerr. Mr. Chairman, may I intercede at that point and 
say it is not a matter of automobiles we are talking about. We are 
talking about off-highway use of mining machinery and equipment 
where apparently under the terms of this bill the tax would be im- 
posed on that. 


eo E, Dempsey. What type of mining equipment are you talking 
about 

Mr. Picxerr. Shuttle buggies and things of that kind, used around 
the mines, that never see a highway. 

Mr. Donpero. I assume your industry is in about the same category 
as the mining industry of the country, that is, the iron ore and other 
metals mining industry, where they have equipment which never sees 
the highway. 

Mr. Picxertr. Yes, sir. And we are not addressing ourselves to the 
problem of motor vehicles used by motor vehicle companies traversing 
the highways. We do not think if a tax is going to be levied on a 
highway-use vehicle that there ought to be an exception on that, but 
we are talking about vehicles and pieces of equipment which must 
necessarily use rubber tires and things that are taxed here, but which 
never use the highways. 

Mr. Dempsey. For the record, make it very plain what kind of 
equipment you are talking about. 

Mr. O’Brten. Could I ask Mr. Fox to answer that question ? 

Mr. Picxerr. I think Mr. Fox will answer it when he gets to his 
point. 

Mr. Demesry. We will wait for him. 

Mr. O’Brien. Thank you. 

In H. R. 7072 the increased taxes are applied primarily on large 
tires which are defined as tires which are suitable for use on articles 
taxable under section 406 (a) (1). Those items are primarily vehicles 
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which can and do use the highways. They are listed as automobile 
truck chassis, automobile truck bodies, automobile bus chassis, auto- 
mobile bus bodies, truck and bus trailer and semitrailer chassis, truck 
and bus trailer and semitrailer bodies, and tractors of the kind chiefly 
used for highway transportation in combination with a trailer or semi- 
trailer. 

We are informed by members of our industry that almost 100 per- 
cent, but not quite, of the tires which are used on this equipment in 
the mines, and which never reaches the highway, meets the classifica- 
tions set for it there as a tire suitable for use on a highway vehicle. 
Therefore the present language of the Fallon bill would impose this 
increased excise tax on those tires. 

For that reason we suggest or hope your committee will adopt 
language along this line, or substantially similar to it. We believe 
that there should be added to the bill a new section reading: 

Section 4073 of such code is amended by adding thereto the following new 
subsection ; 

“(c) Tires AND INNER TUBEs So_p ror HigGHWay Use.—Under regulations 
prescribed by the Secretary or his delegate, when such articles are purchased 
for purposes other than highway transportation, the tax imposed under section 
4071 shall be as follows: tires, 5 cents a pound; inner tubes, 9 cents a pound; 
recapped or retreaded large tires, no tax.” 

Our proposed language would not remove the existing tax on those 
items, since that is apparently a matter of revenue raising and not 
a matter of paying for highways. It would exampt from paying 
for this highway those items which we believe should be exempted. 

I think Mr. Fox will be able to go into much more detail on the 
tires and equipment. 

Mr. Dempsey. I think you are covering more territory than you 
intended to cover. Why do you not confine it to that which you know 
about, which is mining ? 

Mr. O'BRIEN. Sir, we could have asked for an exemption for tires 
used only in the mining industry. 

Mr. Dempsey. We will consider whatever you submit. 

Mr. O’Brien. We will be satisfied if you will grant us an exemption 
for tires only in the mining industry. In the interests of uniformity 
of tax legislation, I assume without pressing the point you would 

probably want to grant the same exemption to all users of equipment 
whieh can clearly show that they do not benefit in any way or use 
the highways to be built with this equipment. 

Will you permit Mr. Fox to make his statement 4 

Mr. Dempsey. Yes. We will be glad to hear from him. You may 
proceed, Mr. Fox. 

Mr. Fox. My name is Heisel M. Fox. I reside at Worthington, 
W. Va. I am employed as superintendent of motor equipment and 
underground tire equipment for the Consolidation Coal Co. of West 
Virginia. I am appearing before this committee today as a repre- 
sentative of the Northern West Virginia Coal Association in connec 
tion with H. R. 7072 now pending before the committee. I am address- 
ing myself only to the proposed increase in excise taxes on large 
tires. 

I understand that the present recommendation before the committee 
is that the excise tax on large tires be increased to 15 cents per pound 
from the present 5 cents per pound; the excise tax on tubes to be 
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increased to 15 cents per pound from 9 cents. This reflects a 200- 
percent increase in excise tax on large tires and 6624-percent increase 
in excise tax on tubes. 

The coal industry is a highly competitive industry and is already 
burdened with high costs. Tf this increase in excise taxes is applied 
to the rubber tires purchased by the industry for nonhighway use, 
those increases will result in a complete loss to the industry as a 
whole of the amount of those increases because those additional costs 
cannot be passed on to the consumer. It will be a penalty on the 
industry that is not warranted because of the imposition of a tax on 
necessary equipment that never traverses the highways. 

As an illustration, the company that I am now employed by pur- 
chased during the first 6 months of this year a total of $14,832 worth 
of large underground tires. We paid a total of $861 excise tax on 
these tires that were not used on the highways, but were used exclu- 
sively underground for mining purposes only, making a total of 
$15,693. Our mines are equipped with shuttle buggies that use a 12.00 
by 20 tire, the excise tax on which is $9.81 each. If this increase is 
spplied, that. will give us a 200 percent increase or a total of $29.43 
excise tax per 12.00 by 20 tire. We have a total of 700 underground 
tires used in the production of coal in this 1 company, which you can 
readily see reflects a heavy investment in tires as well as excise taxes. 
The average life of a mine tire is approximately 1 year, and the impo- 
sition of the increased taxes becomes an annual burden. 

The present tax of 5 cents per pound imposed on the tires and 9 
cents per pound on the tubes that are required to be used by the coal 
industry in its operation is a penalty on the industry since the equip- 
ment is not used on the highways. We do not think that tax ought to 
have been imposed on us in the beginning. We think it ought to be 
eliminated now, but we do not ask this committee to take that into 
consideration in connection with this bill. We do think this commit- 
tee ought to write into such bill as it may approve an exemption from 
the increases in excise taxes on the tires and tubes the coal industry 
uses in its mining operations. 

I want to express my appreciation to the committee for the privilege 
of appearing before it. 

We use in our mines, which are known as deep mines—in other 
words, there is a difference between a strip operation and a deep 
mine—these mines on behalf of which I am appearing here are the 
deep coal mines, and these tires are normally an over-the-highway 
truck tire and an off-the-highway tire that is used on what we will 
rall a 10 SC shuttle buggy. They are used also in your cutting ma- 
chines and your drilling machines, and all other machines that are 
necessary in good mining practice in the average underground mine. 

None of this equipment is every run over the highways or any road, 
because they are mounted and pumped up with water, and you c: annot 
exceed 5 miles per hour with a tire that has water in it. It goes down 
in the mines and vou do not see it unless it becomes punctured or torn 
up, or is completely worn out. 

Mr. Donpero. Mr. Chairman, I was just interested in this question. 
Are these tires specially made for your industry, or are they the regu- 
lar tire that you can go and buy for a truck? 

Mr. Fox. There are only two tires used in our mines. That is what 
is known as a 10.00 by 15 tire. It is a specially built mining tire by 
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the average rubber company. Your 12.00 tire is a tire that can be 
used by any truck either on the highway or off the highway. Your 
9.00 tire can be used either way—on the highway or off the highway. 
But these tires that go in the mines are never used on anything else 
except that. 

Mr. Jones. What about the tires you use in the strip operation on 
vehicles that do not obtain access to the highways? 

Mr. O’Brien. Well, now, you have several phases of stripping. In 
other words, some companies have trucks which never go off their 
own property. They use some heavy road equipment. Some of them 
use U cuts; some of them use ordinary trucks that are used exclusively 
on their own property. Then they also have combination trucks 
which are used on their strip job, and used on there to traverse high- 
ways to the loading point. 

The equipment on which I am appearing is the underground equip- 
ment used exclusively off the highways, and is not mounted on trucks 
but on a road machine, or shuttle buggy, or a drill. 

Mr. Dempsey. This bill is trying to provide for tires that can be 
put on a vehicle that can use the highway. I do not think your cars 
apply at all. 

Mr. Jones. Does that same application apply to the same tire when 
it gets recapped? Before a recap you would have to know the use 
to which the tire is put prior to its admission to the place of its repair. 

Mr. Fox. I might tell you in this underground equipment I doubt 
it very seriously if any company recaps them at all. That is on the 
underground equipment. I doubt it very seriously. We never have. 

Mr. Dempsey. Mr. Pickett, I would suggest you consult with our 
attorney, Mr. Tierney, on this. 

Mr. Picxerr. Yes, sir. We will be happy to do that, Mr. Chair- 
man. We think it is important that the members of the committee 
understand this problem. That is the reason we are here. 

We would urge the committee to give consideration to writing into 
this bill the proper exemption, so that the equipment used in mining 
operations which never sees highways will not have to pay the burden 
of this increased tax. 

Mr. Dempsey. If it does not apply, you will need no exemption. 

Mr. Picxerr. Let me make this clear, Mr. Chairman. The witness, 
Mr. Fox, just said that some of the tires that are bought and used on 
this mining equipment and only used in the mines can be put on ve- 
hicles that can run on the highways. But these people do not do it 
and neither does a large section of the industry. 

Mr. Donpero. I understood there was 1 tire that was special for 
the machinery you operate, while there are 2 other types of tires that 
could be used on trucks and other vehicles that do use the highways, 
that you can also use for your vehicles. Is that right? 

Mr. Picxerr. And do. 

Mr. Fox. We do use them. 

Mr. Donpero. And you do use them. 

Mr. Fox. Yes. But it is not used over the highways. It is mounted 
and used exclusively in the mines. Therefore, if there is not some 
method of obtaining an exemption certificate to ascertain at the time 
on which type of vehicle these tires are mounted, or a certificate filed 
with the industry, we have no way of obtaining a rebate on this excise 
tax. 
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Mr. Donpero. Is this equipment used down in the mines? 

Mr. Fox. Yes, sir. In the mines. 

Mr. Donpero. You described it as the deep mines. 

Mr. Fox. Yes, sir. 

Mr. Picxerr. May I say, too, there is a great deal of equipment 
which uses rubber in strip operations which never leaves the com- 
pany property and never sees the highway. There are all types of 
equipment. The use of rubber in the coal industry is not restricted 
to one size or one type. There are some of them that go on vehicles 
that traverse the aighwery every day—passenger cars and trucks and 
other things. We would not expect any exemption on that type of 
vehicle. But it is only on the use of the rubber on vehicles which 
never see the highway that we ask the special consideration of this 
committee. 

Mr. Dempsry. Thank you. Does that conclude your testimony ? 

Mr. Picxerr. It does. 

Mr. Dempsey. Are there any questions on this side? 

Mr. Scupper. I would like to ask a question of the witness. 

Did I understand you to say correctly you were not concerned 
about the present tax, but are concerned lant the additional tax, 
and that is what you are complaining about ? 

Mr. Fox. Yes, sir. 

Mr. Scupper. In other words, if we do not change the tax program, 
and if we finance this under the Clay plan, you have no objection 
to the present tax? 

Mr. Fox. We have been paying the excise tax and are not entering 
a protest against the present excise taxes, but it is against the increase 
that we are entering our protest. 

Mr. Scupper. That is all. 

Mr. Demesey. Thank you very much. 

Mr. Picxerr. Thank you very much, gentlemen. 

Mr. Dempsry. The next witness will be Congressman Wilson. 


STATEMENT OF HON. EARL WILSON, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF INDIANA 


Mr. Witson. Mr. Chairman and members of this committee, my 
name is Karl Wilson, Member of Congress. I am now representing 
the Ninth Congressional District of Indiana for the 15th consecutive 
year. I have served 8 years on this committee and the forerunners 
of this committee to which I am addressing my remarks. I served 
under Mr. Whittington on flood control and under Mr. Lanham on 
public buildings and grounds. I served as chairman of the Flood 
Control Subcommittee after the reorganization of the committees 
into the Public Works Committee. So I thank you for the privilege 
of appearing before you, and I would like to make a statement in 
opposition to the discriminatory tax on motor fuel, especially as it 
applies to diesel engines. 

I am familiar with this subject by virtue of the fact that the 
Cummins Engine Co. is located in my congressional district in In- 
diana, at Columbus, Ind. The Cummins Engine Co. first started 
building diesels in 1919. They put their first diesel engine on the 
market in 1932. That year they sold some 2 or 3 diesels. In 1937 
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for the first year they operated for that year in the black. They 
are now producing more than 50 percent of all the diesel engines used 
in motor vehicles. 

Now, a great philosopher once said—I believe it was George Wash- 
ington himself, the father of our country—that the power to tax is the 
power to destroy. These folks have made a great contribution in the 
development of transportation in these United States; and a great con- 
tribution in our war effort. They have not been subsidized by the 
Government. They develop this Cummins diesel engine at their own 
expense and at a loss for about 16 years. They continued to develop 
and improve this engine and now it speaks for itself in the fact that 
they have better than 50 percent of their engines operating in the 
motor vehicles on the highways today. 

If you go through with this tax, which is a discriminatory tax, you 
are going to destroy an industry. You will not destroy some of the 
larger industries which I could mention, because they are not sole 
manufacturers of diesel engines. But this company manufactures no 
other type of engine. When you discriminate against them to the 
extent that you do away with their differential in operation which they 
must have in order to build this more expensive engine—it is more 
expensive to build and more expensive to operate by the operator and 
it takes more skilled labor to drive this motor and to repair the motor 
and keep it in condition. So if you do away with that differential in 
economy by increasing the motor-fuel tax on these diesel engines, you 
are going to put this company out of business. 

Can we afford in times like these to discriminate to the extent that 
we destroy an industry which we may need? We do not want 
monopoly in this country, but if you destroy these small, independent 
companies who are specialized, you are going to produce a monopoly 
in the development and manufacturing of motors. 

I think they have made a great contribution and I hope this com- 
mittee will study this very thoroughly and realize what would be done 
and what they are about to do in reporting out a bill which increases 
the tax on this company and the motor fuel required to operate the 
motors produced by this company to the extent of about 300 percent. 

Some of these boys are here representing the whole diesel industry, 
and they will testify later in behalf of that industry. I myself want 
to testify in behalf of the Cummins Engine Co. in Columbus, Ind. 
What I have told you in respect to that company is a matter of record 
and will stand investigation. 

[ want to thank you, Mr. Chairman and members of the committee, 
for the privilege of giving you this testimony. 

Mr. Donvrro. There is just one question which occurs to me. This 
company you mentioned manufactures these engines? 

Mr. Witson. They manufacture them from the raw metal up. 

Mr. Donvrero. But they do not operate them ? 

Mr. Wirson. They sell them. 

Mr. Donpvero, It is your claim, as I understand you, that because 
of this proposed increase on diesel fuel that the customers of this 
company will not buy their engines and, therefore, that will put them 
out of business indirectly ? 

_ Mr. Wuison. That is exactly correct. There are 17 different truck- 
ing concerns, including some large ones, which I could mention by 
name, but I did not ask them whether I should. For instance, the 
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Mack Co. buys many, many Cummins diesel motors. They buy them 
because of their economy of operation. 

However, the minute this fuel tax is increased from 2 cents to 6° 
cents they will go to a gasoline-type engine and this company will 
lose its business. 

Mr. Scupper. Mr. Chairman, I would like to ask a question. 

As I understand your statement, your people are against the increase. 
They are not complaining about the situation that now exists. 

Mr. Wixson. They are opposed to the increase because it would 
increase their tax 200 percent to make it 300 percent of what it is now, 
whereas it increases other taxes only 50 percent. 

Mr. Auerer. Would this industry and the company in whose behalf 
rou appear here now oppose highway legislation if this provision is 
Jett out ? 

Mr. Wirson. They certainly would not. We want to see highways 
built, but we do not want to see you destroy a company or an industry. 
I do not think anybody would. I do not want to discriminate against 
an industry and I believe neither do you nor any of the other members 
of the committee have any wish to discriminate against an industry 
or put them out of business. Every man on this committee can see 
what it will du to this company and to this industry. They sell their 
engines to 17 different trucking companies. These trucking com- 
panies are holding up orders right now on these engines, waiting to see 
what you will do about this bill. They are the companies who buy 
these engines from this company. 

Mr. Atcer. You know no one wants to destroy an industry. 

Mr. Wiison. I know you do not. I certainly would not accuse 
you of that. 

Mr. Dempsey. Thank you. 

We will next hear the Lake Superior Iron Ore Association. 


STATEMENT OF HUGO E. JOHNSON, VICE PRESIDENT, LAKE 
SUPERIOR IRON ORE ASSOCIATION 


Mr. Jounson. Mr. Chairman and members of the committee, my 
name is Hugo E. Johnson and I am vice president of the Lake Superior 
Tron Ore Association, with offices in Cleveland, Ohio. I am represent- 
ing the majority of the iron-ore producers of the Lake Superior Dis- 
trict of Minnesota, Michigan, and Wisconsin. 

We have asked permission to appear before your committee to ask 
you to consider the serious effect, the Federal-aid road bill H. R. 7072 
will have on the iron ore mining industry. 

In the iron ore mining industry we use a large number of vehicles. 
The vehicles use large tires and tubes that are similar in many instances 
to those used on highway equipment. These vehicles operated con- 
tinuously also consume large quantities of fuel. Since H. R. 7072 is 
specifically drawn to obtain fmancial aid for the Federal highway 
program, we assume that your committee does not contemplate that the 
tax increases would apply in the case of off-the-highway vehicles used 
in the mining industry, but it is not so specifically stated. 

These off-the-highway vehicles, generally of 34-ton capacity and 
costing approximately $50,000 each, are shipped by rail to the mine 
site and are used to remove the soil (overburden) covering the ore 
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body and also to carry the iron ore from the large shovels to a shipping 
point on the mine property. These vehicles operate on roadways built 
on the mine property by the mining company. 

To illustrate the enormous amount of material moved by these off- 
the-highway vehicles on roads within the mine property one has but 
to look at the data for 1953. In Minnesota the open-pit mines of the 
Mesabi Range alone moved 73,877,607 cubic yards of waste material 
(approximately 145 million t« sns) and 57,900,726 gross tons of iron 
ore. From these data for only one of the 1 iron-ore ranges of the Lake 
Superior District it is evident that truck haulage is a very important 
item in the overall costs of producing iron ore. Therefore, any increase 
in costs of this transportation, as we understand is contemplated under 
H. R. 7072, without any compensating advantages, will cause undue 
hardship to the industry. 

Not only do these trucks move this tremendous amount of material, 
but they necessarily operate under very severe conditions. 

In surface mining, particularly the iron ore mining industry, the 
severe conditions of (1) abrasive road material, (2) steep grades, and 
(3) heavy and uneven loads result in (1) short truck life, (2) low 
tire mileage, and (3) high fuel en Til A 

We have been speaking of the mining of the direct shipping ores 
from the large open pits in the Lake Superior District, but now want 
to direct your attention to an equally important development upon 
which H. Rh. 7072 might have even greater impact. 

We are spec ifieally referring to the taconite program now underway 
in Minnesota and Michigan. ‘This program, involving an expenditure 
of over one-half billion dollars of industr y funds, is being carried out 
to assure the Nation’s steel industry of adequate supplies of iron ore 
from domestic sources. The success of this program is dependent on 
keeping all costs at an absolute minimum to assure that the final 
product (pellets, etc.) is economically feasible. In this development 
it is necessary to mine 3 tons of a very hard glasslike material to 
produce 1 ton of usable blast-furnace feed. The taconite is so hard that 
conventional means of drilling are not economical and a new oxygen 
jet piercing process had to be developed. Such conditions have resulted 
in much shorter tire life and shorter truck life to the point we are now 
asking for new materials of construction in the trucks at a considerable 
increase in cost. 

This off-the-highway use in the mining industry has already been 
recognized by many States in that they have provided exemptions 
from the payment of taxes specifically earmarked for highway pro- 
grams. 

We urge that you give most serious consideration to this problem. 
We recommend that off-the- -highway vehicles used in the mineral ex- 
tractive industry be specifically excluded from the tax provisions con- 
tained in the proposed bill before your committee. 

Mr. Buarnrx. I have no specific questions, Mr. Chairman, but just 
tor the record, most of the mining to which Mr. Johnson makes ref- 
erence is in my ‘district. I want to verify the seriousness of the problem 
which he has set forth. I think, in a very modest and factual and 
straightforward statement. Perhaps we may not quite realize the 
importance of that problem. 

One truck, a 35-ton truck, has 10 tires on it. They are big tires. 
Here we propose to increase ‘the tax on that type of tire alone ‘by 300 
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percent on a truck which will have no use at all of any of these roads 
and its working life goes into the moving of earth within the mining 
operation. 

Mr. Jounson. That is right. 

Mr. Buatnix. We are talking about 200,000 miles on these new 
tires. I do not talk in terms of miles, but in terms of months. 

Mr. Jonnson. Hours. 

Mr. Biarnik. Can you give us some idea of how fast the big tires 
are chewed up on these tremendous trucks, Mr. Johnson? 

Mr. Jounson. The average tire mileage is 1,500 hours. 

Mr. Biarnik. And these are all recapped, too? 

Mr. Jonnson. That is correct. 

Mr. Buiarnig. At certain times. So they would be paying a tax 
on the tire which is originally paid on the tire when it is bought and 
then on the total weight of the carcass when it is recapped. That 
goes on and it is taxed repeatedly. 

Mr. Jounson. That is correct. 

Mr. Buatnix. This is for the purpose of raising revenue for high- 
ways which these trucks will never use. 

Mr. Jounson. That is right. They are shipped by rail. 

Mr. Buiatnix. I do urgently call attention to this modest statement 
on a serious problem, and say that it will impose a burden on a major 
industry, not only for the industry, but for the State and country. A 
problem which has long ago been recognized by the State itself is 
facing us here. 

The State itself has given refunds on all such taxes on tires and 
fuel which are dedicated for State highway purposes. It refunds 
those because none of these machines use our highways. 

Mr. Jounson. That is correct 

Mr. Jones. I have just one question, Mr. Chairman. 

Mr. Johnson, how many steel or iron companies make up your Lake 
Superior Iron Ore Association ? 

Mr. Jounson. About 12 iron ore companies. 

Mr. Jones. Is the Republic Steel Co. a member of your association ? 

Mr. Jonunson. Yes, sir. 

Mr. Jones. I hope you will use your persuasiveness to get the for- 
mer president of that company, the present Secretary of the Treasury, 
to go along with you on this kind of exemption. 

Mr. Dempsey. I do not think the tires you are talking about are 
taxed at all by this bill. 

Mr. Jounson. It is not specifically stated. We assume you mean 
that. 

Mr. Dempsry. I assume we do not mean a tax on tires like you mean. 

Mr. Jounson. That is what we assume. 

Mr. Dempsey. You assume that? 

Mr. Jounson. Yes. 

Mr. Jones. What section do you have reference to? 

Mr. Scupper. I have just one question, Mr. Chairman. Do I under. 
stand from your testimony you are not complaining about the present 
tax, but it is the increased tax that you are opposed to? 

Mr. Jounson. That is correct. When it is specifically earmarked 
for highway use. 

Mr. Scupper. ‘Thank you. 
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Mr. Dempsry. Thank you very much. 

Our next witness will be Mr. Eisbrouch of the Dayton Rubber Co. 

Mr. Fauion. Mr. Eisbrouch, will you give your full name and title 
to the reporter, please ? 


STATEMENT OF IRVING EISBROUCH, VICE PRESIDENT OF THE 
DAYTON RUBBER CO., DAYTON, OHIO, ACCOMPANIED BY J. D. 
MANN AND T. G. MacGOWAN, REPRESENTING THE RUBBER MANU- 
FACTURERS ASSOCIATION, INC. 


Mr. E:ssroucn. Yes. My name is Irving Ejisbrouch, vice: presi- 
dent of the Dayton Rubber Co., Dayton, Ohio. 

Mr. Fauuon. Mr. Eisbrouch, will you suspend for a minute? 

Mr. Eissroucn. Yes. 

Mr. Faution. Ladies and gentlemen, could we have order, please ? 
It is pretty hard for the members, being so far away from the witness, 
to hear when there are other conferences being held in the back of 
the room. 

You may proceed, Mr. Eisbrouch 

Mr. E:sproucn. Thank you, Mr. Chairman. 

1 am appearing here on behalf of the various tire manufacturers 
who are members of the Rubber Manufacturers Association, Inc. I 
am appearing in opposition to the proposed schedule of taxes most 
recently suggested for H. R. 7072, the National Defense Highway 
Program. Particularly, we object to the proposed tax on the large 
sizes of tires, inner tubes and retreaded tires. 

It should be understood that the rubber industry thinks it is very 
necessary that there be a sound highway construction program incor- 
porated in a bill by the Congress. The industry has long espoused 
such a program. 

There is no question of the need for new and improved roads. The 
expanding economy, the increase in population and other factors, 
with the increase of automobiles and trucks using the roads, make this 
need more urgent as time goes on. At the present time, there is an 
additional consideration which indicates that the road program should 
be speeded up. Construction of that part known as the “National 
System of Interstate and Defense Highways” should be completed as 
soon as possible. This is based primarily upon consideration of na- 
tional defense and the extra costs to be incurred by reason of this 
speed-up, we believe, are attributable largely to the national defense 
need. The Public Works Committee’s explanation of the bill states.it 
“provides an increase in general fund revenue to finance the defense 
highway program.” 

We believe that taxes for the broad purpose of national defense 
should be of a broad public nature, imposed upon the entire economy, 
and that no particular segment of the economy such as users of large- 
size tires ae ties should be singled out to bear the burden. We - 
lieve that all the people of the country, including those who do not 
directly use the highways, are benefited by an adequate interstate 
highway system, and that the tax structure to support the program 
should be framed accordingly. As citizens of the United States, we 
should and do bear our full share of the responsibility for all school 
taxes, even though we may not have children of school age. 
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We do believe the proposed taxes are so burdensome that they will 
tend to restrict the use of new tires and tubes on trucks and buses. 
We point out that the tax on heavy truck and bus tires and tubes and 
on large recapped truck and bus tires is a tax on a necessity. The pro- 
posed tax exceeds the tax on luxury items. The top luxury tax rates 
now seem to be about 10 percent ad valorem. 

The nature of the necessity for truck tires and inner tubes is evi- 
denced by the fact that 25,000 communities in the United States are 
served by trucks and buses alone. Buses are the principal means of 
public transportation for the low-income people everywhere. The 
majority of the fresh fruits and vegetables of the U nited States are 
transported by truck. Two-thirds or more of the butter and dairy 
products are so transported. From 90 to 100 percent of eggs and 
poultry go to market in trucks. Eighty percent or more of all live- 
stock goes from the farm to market in trucks. The Nation’s economy 
has grown in close parallel with the trucking industry. In fact, each 
year since 1949, .28 truck mile has been traveled for each dollar 
of the country’s gross national product. Anything that unfairly 
penalizes the truck transportation industry affects not only that in- 
dustry and its direct customers, but every man, woman, and child 
in the country. However, the proposed tire and tube tax is larger 
than the tax on many luxury items. 

The tax rates on tires and inner tubes were 21% and 5 cents per 
pound, respectively, prior to World War IIT. As a war measure, 
some high taxes were put into effect. Furs, perfume, jewelry, and 
so forth, were taxed at 20 percent. The tire tax was raised to 5 cents 
and tubes to 9 cents per pound. Since the war, the tax on luxury 
items has been reduced to 10 percent, but the tire and tube tax has 
not been reduced at all. And now comes H. R. 7072, which proposes 
to increase the tax on heavy tires by 200 percent, which on a dollar- 
value basis is practically double the average luxury tax. 

We submit that any proposal to tax these necessity items at a rate 
higher than luxuries is discriminatory and cannot be justified. 

The proposed tax of 714 cents per pound on large recapped tires 
is equivalent to over 30 percent of the selling price of the recapped 
tire to a large truck or bus operator. Such a rate is exorbitant. 

We call your attention to the fact that the tire tax is now collected 

very efficiently and very simply from 26 manufacturing companies 
without any apprec iable cost of collection to the Federal Government. 
The recapping provisions of H. R. 7072 would require tax returns and 
collections from many thousands of small tire dealers and recappers 
scattered throughout the country. The task of administration would 
be tremendous— if not impossible. If the Congress determined to levy 
a tax against the retreaders, it would be much simpler to apply it to 
the scale of camelback produced by the limited number of manu- 
facturers. 

Under the proposed bill, thousands of dealers in large truck tires 
throughout the country are going to need more working capital in 
their businesses and many of them will have difficulty in finding such 

capital. Also, these small businessmen will in many cases be ver 
hard put to find the very substantial amounts of floor tax they will 
be required to pay, as and when the law may go into effect. 

The tire industry is very conscious of the need for more safety on 
the highway. We must point out that an excessive tax on large truck 
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tires may bring about danger on the highways, because of the use 
of tires too small i in size, tires being run to e xhaustion, tires being re- 
capped too often in an eflort to reduce cost, thus endangering the 
icoonel everyone using the highways. 

To summarize the tire industry’s position : 

1. Highway users in 1953 p: aid $6 billion in special taxes, of which 
$2.2 billion were Federal excise taxes. 

We believe that selected segments of highway users should not 
be nae upon to pay more special taxes for highway use. Addi- 
tional tax requirements made necessary because of the accelerated 
interstate highway program should be borne by all segments of the 
economy. 

3. Certainly users of large truck tires should not be singled out to 
carry an increased, excessive and disproportionate share of any ad- 
ditional taxes. 

4. If increased tire taxes are necessary, they should be spread equit- 
ably among all users, both on new tires and users of camelback. 

5. The proposed tire taxes as now conceived would tend to increase 
accidents on the highways. 

Thank you, gentlemen. 

Mr. Fautton. Thank you very much, Mr. Eisbrouch. 

Are there any questions on my right ? 

Mr. Dempsey. I would like to ask him a question. 

Mr. Faiton. Mr. Dempsey 

Mr. Dempsey. You say you think the tax should be spread over all 
segments of the highway users. Whom do you have in mind as not 
being taxed ? 

Mr. Eissroucu. I am sorry, Mr. Dempsey. I did not quite hear 
you. 

Mr. Dempsey. You suggest that all segments of highway users 
should be taxed. 

Mr. Eisproucn. Yes, sir. 

Mr. Dempsry. Do you know any that are not? 

Mr. Etssroucu. What we are saying, Mr. Dempsey, is that we be- 
lieve if there are taxes, direct taxes, imposed for the purpose of na- 
tional defense and for the purpose of building highways, and if the 
Congress is determined to put it on highway users alone, it should be 
put upon all highway users and not on a special segment of highway 
users. 

Mr. Dempsey. Does not this bill include all highway users? 

Mr. E:ssroucu. No, sir. It does not include any increased taxes, 
for instance, on passenger-car tires. 

Mr. Dempsry. It does not include any. We have not finished the 
bill yet 

Mr. Eisproucn. I am sorry. I am speaking to the bill as it is now 
written. 

Mr. Dempsey. But there are 58 million passenger-car people and 
they are not making any complaint about the increase in gasoline 
taxes. 

Mr. Exsproucu. I am sure before your hearings are through some- 
one will appear. I do not know who it is, but someone will appear on 
behalf of the general public. 

Mr. Dempsey. I am sure of that. 
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Mr. E:ssrovucn. I am sure of that. 

Mr. Dempsey. I pointed this out. Historically any tax that has 
been imposed upon tires has been imposed upon all segments of the 
industry. This is the first attempt I have ever seen in my 37 years 
of experience in this industry where the Congress has singled out a 
particular industry for a special imposition of tax—and I think that 
is what we are attempting to say. 

Mr. Fation. Will the gentleman yield? 

Mr. Dempsey. Yes. 

Mr. Fatxon. I think this is probably the first time in the history of 
the country that we have such a tremendous public-works project of 
this kind, or probably the first time in the history of the world in 
peacetime. But you say you are surprised that over a certain size of 
tire, namely, the large truck tires, were singled out. It has been testi- 
fied before this committee on a number of instances that the trucks will 
receive a benefit, that is, the over-the-road operators will receive many 
benefits with a new non-access highway which is safe. They will re- 
ceive those benefits in many cases. 

Recent tests made by the General Electric Co. on trucks operating 
between Schenectady, N. Y., and Williamsville, N. Y., over the New 
York Freeway, as against a parallel free route showed the following 
results: 

There was a saving of 30 miles of travel and 14.2 gallons of gasoline 
for the trucks using the throughway between these terminals. The 
truck using the throughway saved 298 gearshifts, 142 brake applica- 
tions, and 69 full stops on the throughway as compared with the 
parallel free route. 

If you had the same type of highway, a free highway, as the New 
York Throughway, would not the same conditions exist, namely, that 
this truck would save all of these stops and the shifting of gears 
and on the amount of gasoline consumed ? 

Mr. E1ssroucn. Not being familiar at all with the thing you read, 
Mr. Fallon, and since this is the first time I heard it, it is a rather 
difficult statement to absorb. 

Mr. Fation. Let me go further. 

Mr. Erssroucn. Yes, sir. 

Mr. Fatton. On the same route over the throughway the trucks 
saved 4 hours and 29 minutes of travel and were aflowed to increase 
their speed 10.6 miles per hour. 

Mr. Erssroucn. Does that statement go on to indicate the savings 
per mile that that truck might enjoy ? | 

Mr. Fariton. The savings per mile? 

Mr. E1ssrovcn. Yes. The dollars-and-cents saving. 

Mr. Scurrer. Four cents per mile has been the testimony of what 
the trucks will save on the improved roads in operating costs. 

Mr. Exssrovucn. The President’s Advisory Commission on the new 
highway system came up with a saving of 1 cent per mile from 
better roads. 

Mr. Scuerer. For passenger cars 4 cents per mile. 

Mr. E1ssroucn. The statement as I read it did not distinguish 
between passenger cars or trucks. 

Mr. Scuerer. The testimony before the committee has been 4 cents 
and 1 cent, difference in operating costs. 'That is on the Interstate 
System if it is approved according to the standards suggested. 
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Mr. E:ssroucnu. In connection with that 4-cents-per-mile saving 
I would like to make a statement or two. Many trucks never use 
interstate highways. Labor from many long- distance hauls is paid 
on a mileage basis. Hence, no savings in one of the largest single 
items of expense. Any savings will be susceptible to downward 
revision in rates by the Interstate Commerce Commission. 

Many trucking concerns are marginal operators, or operate at a loss. 
I think the point being that the imposition of this increased tax on a 
particular segment of the industry may be placed on an industry which 
can ill afford such an increase. I think, therefore, you must look to 
the general economy or the economics ‘of the industry, and to the 
general operating condition of that industry. 

I am not here on behalf of the trucking industry, but they are our 
customers and we know a little bit about them, although I am sure they 
are better able to speak for themselves than I am able to speak 
for them. 

Mr. Fation. You are in the tire business, are you not, Mr. 
Eisbrouch ? 

Mr. Erssproucn. Yes, sir. 

Mr. Fatton. Do you know how much this 10-cent extra tax on 
these large tires is going to cost per mile? 

Mr. Etssroucn. No; I do not believe I can answer that, Mr. Fallon. 
But I would like to make a general statement in connection with any 
information of that nature that you would like to have. The Rubber 
Manufacturers Association has literally tons of paper in its files on 
general statistics with regard to the industry, and we offer to this 
committee the free use of all that information. We will give you our 
staff and answer any specific questions that are in our power to answer. 

I think we could perhaps come up with the answer to that question. 
Today I am here with a general working knowledge of the statistics 
of our industry, as any other businessman has, but to answer specifi 

cally your questions I cannot do it. 

Mr. Faron. You understand, of course, Mr. Eisbrouch, we are 
not here to put anybody out of business, because if we put everybody 
out of business, we will not have such a big need for these highway: 

Mr. Ersproucn. I am sure of that. 

Mr. Fatxion. And since I have been sitting here listening to testi 
mony since last May, I have concluded after each witness there was 
more and more need for these highways and the people are less and 
less able to pay for it. 

E1rssroucn. No. We did not maintain that in our statement, 
Mr. Fallon. Our statement simply goes to an equitable distributio: 
of the tax load and we do not think we should be pointing up a par 
ticular industry, and we do not believe anyone, including ourselves 
perhaps, has at its beck and call the true effect of a tax imposed on a 
particular segment of our economy. 

Mr. Fauton. You mean you do not believe the trucking industry 
of this country which goes over the road every day will get the 
greatest benefit out of these highways? 

Mr. Exsprovcn. I do not believe that at all. 

Mr. Fatzon. You do not believe that at all? 

Mr. Etssroucu. No, sir. Not the greatest. benefits. 

Mr. Donprro. I am not opposed to the trucking industry or the 
tire industry, but at least the impression has been obtained by this 
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committee, right or wrong, that the trucks are responsible for the 
broken-down condition of our highways. That is not new to us, and 
it may not be new to you. 

You provide the tires for the highways. The more highways we 
have the more tires you are going to sell. And perhaps the tax that 
is levied on you will pay in some degree its portion of that highway 
system which is dedicated to the financial security of the land. 

"I agree with my chairman wholeheartedly that we are not here to 
put anybody out of business. We are trying to find the money to put 
this road program into effect. I hope we can do it without hurting 
anyone. 

Mr. Erssroucu. I might say this, Mr. Dondero. My remarks, again 
I repeat, in effect imply that the burden should be put on all of our 
customers and not on any one segment of our customer relationship. 
That is all we said. You say this tax is not upon us. In its ultimate 
form it is on the consumer, as all taxes of this nature are. 

Mr. Donprro. You have to pass it on to your purchasers, of course. 

Mr. Exssroucu. That is right. 

Mr. Buiarnrg. Could you tell us, Mr. Eisbrouch, what percent or 
how you measure the proportionate number of tires that would be 
taxed and the tires that would not have this increase added to them ? 

Mr. E:ssroucn. Under this bill or proposed bill, I should say, you 
are attempting to tax the large tires that are produced in this coun- 
try. In total the tires that will be shipped, and that we estimate will 
be shipped, in 1955, that you are proposing to place this tax burden 
upon, total 4,488,000 tires per year. The total truck and bus tires that 
we produce add up to 13,600,000 units. 

So in effect you are talking about some 40 percent of the total in 
units. You might be interested in knowing the total of all tires. 

Mr. Buiarnrg. Yes, sir; let us have the total of all tires. 

Mr. Exssroucn. Let me give it to you this way. This is the esti- 
mate in 1955 units: Passenger tires, 90,400,000; truck tires, that is, 
large and smal! combined, 13,600,000; tractor tires, 3,200,000, or a 
total of 107,200,000 units. Of that 107 million units this particular 
application is on 4,488,000 of those units. 

Mr. Buatnrx. And those are the units which will be taxed when 
new and they are the units that will be retaxed when they are being 
recapped ? 

Mr. Exssroucn. Yes, sir. 

Mr. Biarnix. Probably several times. Both the original old car- 
cass and the new retreading material added on to it. 

Mr. Erssroucn. That is right. 

Mr. Biarnrx. And that segment of your tire industry will be asked 
to bear the entire increase? 

Mr. Exsproucn. That is correct. 

Mr. Brarnrk. On that rubber, the revenues from which are dedi- 
‘ated primarily to the new proposed increased highway program. 

Mr. Etssrovcn. That is correct. 

_ Mr. Biatnrx. And your recommendtion is that there should be a 
little bit more spread between more of them, or perhaps most of them. 
_Mr. Erssroucn. I want to answer that this way: We are not par- 
ticularly recommending any form of taxation on any form of fund 
raising for this purpose. We are simply pointing out that the bill 
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as proposed seems to us to be discriminatory in nature, against a 
segment of the industry which we serve. 

Mr. Buatnix. You make no recommendation about how a more 
equitable tax on tires should be worked out ? 

Mr. Essroucn. No, sir. We make no recommendation. Not to- 
day. No, sir. 

Mr. Buatnix. That is all, Mr. Chairman. 

Mr. Fatxion. Mr. Mack. 

Mr. Mack. I understand from your testimony that you feel that 
the pleasure-car tire and the truck tire should pay in the same 
proportion ? 

Mr. E:ssroucu. Again I try to avoid a recommendation on the 
application of the tax. I pointed out that historically there has 
been no difference from the standpoint of the application of the tax 
in relation to the weight of the particular tire. That is the way we 
have done it historically. 

Whether that spreads it equitably or not I do not particularly say 
that it does, but nevertheless it has been the historical method for 
raising funds through a tax on tires. Therefore, we would have felt 
it was in the nature of equity, if that is a proper expression, to spread 
it over all segments of the industry. 

Mr. Mack. If this committee in its judgment should decide a tax 
on rubber is necessary, which would you think was the fairer tax: A 
tax of an additional 10 cents a pound, just on the truck tires, these 
large sizes, or let us say 5 cents a pound on all sizes ¢ 

Mr. Etsproucn. Of course, we say this first. We point out that our 
industry, or the people who use the products of our industry, are 
already contributing very high rates of taxes in relation to other 
industries and other products. We feel that this money might well 
be raised by an excise tax burden on many other products. 

But we say to you, if the Congress is determined to impose a fur- 
ther tax on an industry that is already heavily burdened with tax, 
then we say to you that the method proposed is in our opinion in- 
equitable. 

Mr. Mack. Are the members of the Rubber Manfacturers Asso- 
ciation makers of pleasure tires as well as truck tires? 

Mr. Eirssroucu. Yes, sir. 

Mr. Mack. That is all. 

Mr, Fation. Are there any other question on my right? 

Mr. Smiru. Mr. Eisbrouch, would you be willing for this program 
to be financed in part by an increase in income taxes? 

Mr. Erssroucu. As we pointed out, Mr. Smith, we believe that this 
entire program is a national-defense program. I am certain that 
every man, woman and child benefits from a national-defense pro- 
gram. Therefore, it is our opinion that as highways have been fi- 
nanced in the past out of the general funds, whether they be collected 
from excise taxes or income taxes or any other form of taxes, that 
perhaps might be the best way of financing it, although as an industry 
we have no recommendations along that line. 

Mr. Smirn. Thank you. 

Mr. Fauion. Any further questions on my right? 

Mr. Kuuczynsk1. In your testimony you say if Congress is allowed 
to levy a tax against retreaders it would be much simpler to apply 
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it to the sale of camelback produced by the limited number of manu- 
facturers. In the original Fallon bill we have proposed twenty cents 
per pound on camelback. Will you tell me the difference between the 


20 cents a pound camelback and the tax in the new bill? I want to 


know the difference between both. 

Mr. Eissroucn. Twenty cents a pound on camelback. Was that 
the original proposal ? Twenty cents a pound on camelback to be 
used in  retreading large tires is equivalent to 5 cents a pound on re- 
treaded tires themselves. 

Mr. Kuvezynsxt. That is all, Mr. Chairman. 

Mr. Fation. Are there any further questions on my right? 

Mr. Tuomrson. Yes. Briefly. Do you have any figures, Mr. Eis- 
brouch, on the percentage of sales of large truck tires which are being 
considered here, that go to other than “commercial carriers, that. is, 
to farmers and pr ivately owned trucks that do not ordinarily use the 
interstate system ? 

Mr. Erssroucn. In units? 

Mr. Tuomeson. The number of units. 

Mr. Erssroucn. I want to be certain of the question, Mr. Thomp- 
son. It is units of the large size tires that go to the licensed carriers. 
Is that what you are talking about ? 

Mr. Tuompson. The percentage of total sales of truck tires that go 
to the licensed commercial carriers, or the percentage that does not 
go to the commercial carriers. 

Mr. Erssroucn. I am not certain of this figure, and again I will 
have to refer to the statement I made about the availability of these 
statistics. but I believe it is somewhere in the neighborhood of 70 
to 80 percent is the correct answer to your statement. 

Mr. Txompson. Seventy to eighty percent goes to the commercial 
carriers or to other than commercial carriers. 

Mr. Erssrovcn. Other than commercial carriers. 

Mr. Tuomrson. What percentage of your total sales go to farm 
vehicles ? 

Mr. Etssroucn. Of this type tire. You are not speaking of farm 
tractor tires? 

Mr. Tompson. This type tire, or any type tire that would be cov- 
ered under this type of program. 

Mr. Eissrovcn. I believe we can get the answer, Mr. Thompson, 
and I believe it is a large percentage. It is a very large segment of 
the 70 to 80 percent. I am sorry, but I do not have the answer right 
now. 

Mr. THomrson. For my own information I would like to know that. 
I might inquire of the chairman, Are the large tractor tires to be in- 
cluded under this tax schedule? A point of information, Mr. Chair- 
man. Are the large tractor-type tires to be included under this 
schedule anet, 

Mr. Fation. The large tractor tires? They are not included under 
the law now. They would not be under our proposed scheme. 

Mr. Tromeson. No tractor tires whatsoever? No earth-moving 
equipment tires, or tractors? 

Mr. Fation. They are distinguished by their trend as I understand 
it, and they are not taxed. They are not suitable for use on highways. 

Mr. Eissroucn. I might give you this one bit of information we 
dug up in a hurry, Mr. Thompson ; 27 percent of the motortrucks 
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of the Nation are used on farms; which gives you some clue as to 
what. percentage of large truck tires might be included in the farm 
program. 

Mr. Fation. May I ask you a question at that point? 

Mr. Exssroucu. Yes. 

Mr. Fation. Are farm trucks using tires over 8.50 by 18? 

Mr. Exssroucu. Oh, yes; by all means. 

Mr. Fation. Trucks? 

Mr. E:ssroucn. Trucks. I am not speaking of tractors now. The 
trucks used on the farms all have—I do not say all of them but a good 
proportion of them, have large-size truck tires, of a size that is in- 
cluded in this tax bill. 

Mr. Fation. You do not happen to know what they are used for 
on the farm; do you? 

Mr. Exssroucn. They are used for the farmer to take his produce 
to market. 

Mr. Fatxion. How does he get them to market ? 

Mr. Exssroucn. Over the highways. 

Mr. Jones. I have just one question. By reading the definition of 
section 4072 of the bill you, as a manufacturer, cannot predetermine 
the use of the tire; can you? 

Mr. Exsproucn. I would hate to be asked to do that job. 

Mr. Jones. You would be asked to do it under this provision be- 

sause you would have to use the initiative of the company to deter- 
mine what use it would be put to after it left the manufacturing plant. 

Mr. Ersproucu. * would probably have to be done by some ex- 
emption certificate. I do not think we could police it. 

Mr. Jones. Unless it were a category of tire that could not be used 
for any other purpose. 

Mr. E:ssroucn. That is correct. 

Mr. Jones. And of course, those are a very small number of tires 
as compared to the total amount of tire production of all types and 
uses. 

Mr. Erssroucn. Mr. Fallon, I would like to go back to your state- 
ment, if I may a moment. You asked how they got to market and 
I said over the highways. But they do not go over these new inter- 
state highways as a rule. 

Mr. Fat.on. Twenty percent is allowed to be spent anyplace in the 
State. 

Mr. E:ssroucn. Then 80 percent of it is not applicable. 

Gentry. Mr. Ejisbrouch, you are in the ledeets business, 
but I take it for granted you know the retail price, that is, the ordi- 
nary retail price of a 10-by-20 big truck tire. 

Mr. E:ssrovucu. Including the tax today a 10-by-20 will range, de- 
pending on the quality of the tire—because there are various quali- 
ties of the 10-by-20’s made—from $85 to $100. 

Mr. Gentry. Approximately $100. 

Mr. E1ssroucn. To the largest users. 

Mr. Gentry. How much of that is taxed? How much will they 
weigh ? 

Mr. Exsproucn. On an average around $6. The excise tax? 

Mr. Gentry. Yes. 

Mr. Erssroucn. It is about 6 percent and it would be around $6; 
$5.50 to $6. 
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Mr. Genrry. It is actually 5 cents on the weight; is it not? 

Mr. Etsproucn. Five cents a pound. Yes, sir. 

Mr. Gentry. How much does it weigh ? 

Mr. Erssroucu. On the average around 110—105 to 110 pounds. 

Mr. Gentry. All right. So that the tax is approximately 6 per- 
cent ? 

Mr. Exssroucn. That is correct. 

Mr. Gentry. Of the total price? 

Mr. E1sproucu. That is correct. 

Mr. Gentry. Will you tell us what the excise tax is on those light 
bulbs used here in the country today ? 

Mr. Erssroucu. I am sorry,sir. I do not know. 

Mr. Gentry. I will tell you. Itis 10 percent. Will you tell us what 
the excise tax is on a man’s bus ticket, or a farmer who wants to go 
30 miles down the road to his farm ? 

Mr. Erssroucn. I think it is around 10 percent. 

Mr. Gentry. And it was 20 percent. And so was the light bulb tax. 
Do you think that the big vauote get the worst of it or the best of it? 

Mr. E1sproucn. This tax proposition 

Mr. Gentry. No, we are talking about what the tax is now and 
always has been. We are not talking about what it is going to be. 
Let us see whether or not he has been getting the best of it. 

Mr. Erssroucu. My point is if this bill were not proposed I would 
not be here. 

Mr. Gentry. All right. I will ask you this. Have you been com- 
plaining about the fact that he has not been paying enough hereto- 
fore compared with many other people? 

Mr. Eissroucn. I maintain upon investigation you will find that 
the tax on tires and tubes today is as great or greater than it is on 
many luxury items. 

Mr. Gentry. We are talking about the excise tax. 

Mr. E:sprovucu. I am talking about the excise tax. 

Mr. Gentry. Did you know that the excise tax for many years u 
to last year has actually been 24 percent on a man who had to call 15 
miles down the road over long-distance? Do you think that was unfair 
as compared with the truckers excise tax ? 

Mr. Exsproucu. I am afraid I am not a qualified witness as to the 
fairness or unfairness of a tax outside of my own industry. 

Mr. Gentry. You have qualified as a witness and said it would be 
unfair. 

Mr. Erssroucu. I repeat what I said. I do not propose to be an 
expert on the fairness of taxes on industries that I am not familiar 
with. 

Mr. Gentry. At what point do you think this tax would become 
unfair? You think it is all right like it is I take it for granted ? 

Mr. Ersproucn. We as an industry have appeared before the tax 
commissions in Washington to point out many, many times that there 
were great inequities in the excise tax as applied to tires and tubes as 
compared to other—Mr. Gentry, if you do not mind I would like to 
finish my statement. if you would prefer to hear the expert wit- 
nesses on that subject, from the rubber industry, we will be glad to call 
them out for you. 

Mr. Gentry. You just qualified as an expert yourself. That is the 
only reason why you are testifying. 
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Mr. E1ssroucu. That is right. _ 

Mr. Gentry. So you have been contending all along that the tax 
you are now paying is unfair? 

Mr. Erssroucu. Yes, sir. 

Mr. Gentry. You say this tax is unfair? 

Mr. Eissroucu. The one we are paying today is unfair. 

Mr. Genrry. All right. Let us see how you have been getting along 
doing business with these truckers. How much has your stock gone 
up in the last 12 years in the Dayton Rubber Co.? Just give us a 
little information on that, please. 

Mr. Eissroucn. In 12 years? 

Mr. Gentry. Yes, sir. 

Mr. Erssroucn. My memory is not that good, Mr. Gentry. 

Mr. Gentry. Have you had a stock split during that time? 

Mr. Ersproucn. Once. 

Mr. Gentry. Three for one? 

Mr. Ersproucn. No, sir. I believe it was two. 

Mr. Genrry. I will ask you if your stock has not gone up 900 per- 
cent in 12 years / 

Mr. Ersproucu. Dayton Rubber Co. stock ? 

Mr. Gentry. I have the record here. 

Mr. Ersproucu. If you have the record I bow to the record. 

Mr. Gentry. I ask you if the Goodrich Rubber Co.’s stock has not 
gone up 1,600 percent in 12 years? 

Mr. Eisnroucn. Mr. Gentry, may I make a general statement. I am 
not quarreling with you or anyone else. 

Mr. Gentry. Yes, you are quarreling with us quite a bit from your 
testimony. 

Mr. Exsproucn. I want to say one more thing on this subject and I 
would like to say it without attempting to get into a quarrel on the 

value of rubber stocks. I maintain that this tax we are speaking of, 
the proposed increase in the tax, is a tax on a certain segment of the 
consumers of rubber tires. 

Mr. Gentry. You have told us that. 

Mr. Exssroucn. It has nothing to do with the profit and loss state- 
ments of any rubber company in the world. 

Mr. Gentry. Now I will ask you if the stock of Firestone has not 
gone up 800 percent in the last 9 years? 

Mr. E1ssroucu. Not because of the tax or in spite of it. 

Mr. Gentry. Because of the business it is doing with the truckers 
and the fact that it is a good business. 

Mr. Exssroucn. I cannot speak for the Firestone Co. 

Mr. Gentry. They are not going to make that kind of money out 
of a bankrupt business are they, and dealing with bankrupt people. 

Mr. Erssroucn. I must say again, Mr. Gentry, that the rubber in- 
dustry does not pay this tax. We are acting as a commission agency 

Mr. Gentry. You are making it off the people who are paying it. 
You are making the tremendous profits off the people who are paying 
it, and you would not be making it off people w ho ere getting ready 
to go into bankr uptcy. 

Mr. Etssrovucn. Mr. Chairman, I pass. 

Mr. Gentry. I want to ask you this. You said you qualified 
witness on this matter. Have you ever studied any surveys made by 
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any reputable authority as to whether a gasoline tax or a motor fuel 
tax alone is an adequate measure of road use for the big truck? Have 
you ever read of any survey by anyone that would show that it was 
not, and that it was highly inadequate. 

Mr. E1ssroucn. I believe I have read statements on both sides, but 
I do not believe that I 

Mr. Genrry. Did you ever read one by anybody connected in the 
highway field who was not a trucker or connected with the trucking 
or rubber people? Anybody, anywhere, anytime? 

Mr. Erssroucn. T do not know that this goes directly to your ques- 
tion, but Professor Worley at the University of Michigan, made a very 
studied report on the use, the effect, of trucks on the highways, and I 
believe he did a pretty good job to refute those who believed that the 
trucks and the trucks alone are responsible for the breakdown of the 
highws ay itself. 

Mr. Gentry. Let me ask you this, Mr. Eisbrouch. Did you know 
that the courthouses of this country are filled with records of tens 
of thousands of cases where the big truckers have violated the law, 
and in so doing have destroyed the highways because they would not 
abide by thelaw? Did youknow that? 

Mr. Erssrovcn. I did not know that they were guilty to any greater 
degree of breaking the laws of the Nation than any other segment of 
the economy. 

Mr. Gentry. You did not? 

Mr. Etssroucn. No, sir. 

Mr. Gentry. Do you know of any other segment of the economy 
that my breaking the law can destroy the highways, except the big 
trucks? If you do = me about it. 

Mr. Erssroven. I do not know that by breaking the law alone they 
do destroy the highways. 

Mr. Gentry. You do not know it? 

Mr. Etsrroucit. They may rob the Government of revenue but they 
do not necessarily destroy the highways. 

Mr. Genrry. I will ask you if you have ever read any of the sur. 
veys made of any records or of any tests that have been made in this 
country of what a violation of the law means to our highways? I 
have here in front of me the publication of the National Academy of 
Sciences, a research board, showing tests that have been made in this 
country and showing just exactly ‘what, without any question, viola- 
tions of the law by ‘the truckers have done to the highways of this 
country. 

Mr. Erssroucn. Suppose you tell me just why that is, Mr. Gentry. 
T do not understand it. 

Mr. Gentry. Because they use a heavier axle load than the high- 
ways can safely carry. That isthe whole reason. 

Mr. Etssrovcnu. I refer you to Professor Worley’s report, of the 
University of Michigan, which does not quite agree with that, and I 
believe he is a better expert on that than T am. 

Mr. Gentry. Why have you read Mr. Worley’s report and not any 
of them by the more recognized boards who do this kind of work? 

Mr. Ersprovcn. I did not make the comment T have not read any. 
T said T have not read that one. 


Mr. Genrry. This is certainly one of the leading ones of the country. 
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Mr. Erssroucu. I do not doubt that at all. 

Mr. Gentry. That is all. 

Mr. Faxon. Are there any further questions ? 

Mr. Donpero. In the interest of saving time and the fact that we 
have 14 more witnesses to hear today, I waive asking those questions. 

Mr. Scupper. Mr. Eisbrouch, you made a statement regarding cam- 
elback. What would you feel would be a reasonable tax to put on 
ali camelback so as to compare favorably with the tires? You still 
have the wall and the casement of the tires. What would be a reason- 
able tax to put on the camelback ? 

Mr. Exsproucu. We believe that the tax on tire retreads and camel- 
back, even though there isn’t any on camelback today, is high enough 
and we do not believe there should be any. If you want some figures 
that. would perhaps answer your question, | would just read something 
we jotted down here at lunch today. 

Mr. Scupper. Before you answer that, the proposal we have here is 
retread of the large tires. 

Mr. Ersproucn. Yes. 

Mr. Scupper. There is quite a bit of difference between retreaded 
large tires and tax on camelback. I think it would be a better meas- 
ure to place the tax on camelback. What would you think is a rea- 
sonable tax ? 

Mr. Erssroucn. At 714 cents per pound, large truck tires would 
produce $22,800,000 a year. 

This could be raised by 7 cents a pound on camelback straight across 
the board if that is what you mean. 

Mr. Scupper. The tax as suggested here is 74 cents on the retreaded 
tire. 

Mr. Ersproucu. 74% cents per pound. 

Mr. Supper. How much material would go into the retreading of 
a normal large tire? Quite a large sum would be reached, wouldn't it? 

Mr. E:ssroucn. It would be in .the neighborhood of 25 pounds, 
something like that. 

Mr. Scupper. 50 to 75 cents a tire on camelback would be a reason- 
able charge; wouldn’t it? 

Mr. E:ssroucn. It would be a very unreasonable charge. At 7 
cents per pound that across the board on all camelback would raise 
the same amount of money per year and would in itself represent a 
20 to 30-percent tax on material. 

Mr. Scupper. There is no tax on that material now. 

Mr. Etsproucu. No; but the one proposed in substitution for it 
would in itself be 20 to 30 percent on the value of the material. 

Mr. Scupper. About 20 percent of the value of the material would 
be about equal to 714 percent of the value of the tire you have; is that 
right? 

Mr. E:ssrovucu. No; I do not believe that is exactly right because 
we did not calculate it just that way. 

Mr. Scupper. You thought a tax on camelback would be a fair way 
to approach the matter ? 

Mr. E:sproucu. I think this isthe answer. At 714 cents per pound 
on retreaded large tires it would be equal to 3114 cents per pound on 
the camelback used in such tires. I think that is all you are after. I 
am sorry. 
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I would like to say this, that this would increase the cost of a multi- 
tude of 1 or 2 or 3 truck operators. The operators in many cases 
cannot afford ney tires and must rely on camelback or retread tires. 

Mr. Fatuon. Are there any other questions on my left? 

Mr. Scuerer. Mr. Eisbrouch, your chief objection to this proposal, 
and I do not want. my question to indicate whether I am in favor of 
the tax on tires or not, but I was originally and initially in favor of 
the financing of the pr ogr: 1m as proposed in the Dondero-Clay bill by 
the issuance of bonds. 

You said you were opposed to this bill because it discriminated 
against one segment of your customers. I would not be for a tax 
that discriminated against a segment of the customers. Does it 
actually do that? 

What this committee has to determine if we are to charge the users 
of this highway program, we must be sure that we do not discriminate 
against any class of users. 

I am a lawyer and I knew nothing about highway problems before 
I came to Congress. 

But we can only go by the evidence before this committee and the 
evidence seems to indicate that, and I may be wrong and the evidence 
may be wrong, but it seems to indicate that the large truckers, the 
trucking industry does receive a benefit from the use of these highways 

reater than the assenger-car operator, and that the cost of these 
see ounl ys is | scceadie disproportionately increased because we must ac- 
commodate the trucking industry. It is a part of our national econ- 
omy and it is something we want to help, and I think this highway 
system is going to do that. 

But the testimony has been that we are going to have to buy, in the 
building of this Interstate System, wider rights-of-ways than we 
would otherwise have to buy to accommodate the transportation of 
the trucks across the highways, and that those right-of-way costs are 
going to be considerably increased particularly in the large industrial 
areas and that we are going to have to build firmer roadbeds and 
use thicker concrete. 

In fact, it has been testified that one extra lane will have to be built 
to accommodate the truckers and we will have to have wider and 
higher grading separations and the evidence is that our maintenance 
costs are greatly increased. 

I am wondering with all these factors whether if putting on this 

tax if you should decide to have a tax on the tires, whether we will 

actually then discriminate against one segment of the users of the 
highway, as you say we are, or whether we are not just trying in our 
maybe dumb way to have, to say that all users of the highway properly 
pay their proportionate share of the cost. 

Mr. Erssroucn. I am sure you are either doing it the dumb way or 
trying to do it in an inequitable manner. I am sure of that. 

But let me point out something to you in connection with this truck 
and bus business. 

For anyone to object to the widening of the highways and doing all 
the things without repeating them, all in the interest of time that you 
described, would be a disproportionate application of the argument. 

[ take you back to the last World War that we went through to prove 
my point. One of the great problems of the last war was rubber. I 
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am sure we are all familiar with that. All of us struggled to overcome 
what the Japs did to us at Pearl Harbor. 

One of the first things that was done during the last war was to try 
to determine the necessities of our economy and one of the first neces- 
sities of our economy was the trucks and that is why I believe you are 
cailing a defense program. 

Now I venture this opinion purely as a layman and not as a tax 
expert or not as a tire expert or as a truck expert, that if we are to 
build this program for defense purposes we must build it in such a 

way so that we will get the benefits of the defense idea from the pro- 
gram and therefore we must of necessity spend extra money to accom- 
modate that truck that you speak of, but that doesn’t necessarily mean 
that when we do that we should destroy the industry that we are going 
to rely upon for the use of those highways. 

Mr. Scuerer. Of course, the defense feature is only a part of the 
program. 

Mr. Etsprovucn. I appreciate that but we have lived through a 
period in our lifetime that has pointed up just one thing, that this 
country moves on wheels. 

Mr. Scnerer. I do not deny that. I agree with you. We must 
take care and I want to take care of the needs of the truc ‘king industry 
because I believe that in our expanding economy we will need more 
trucks on the highway. 

But this may not be the way to finance the program, but if this 
committee and Congress comes to the conclusion that we must do it 
through a user’s tax, then this committee and Congress must see that 
each class of user pays a proportionate share and I was pointing out 
that the trucks do require a greater expenditure in the building of this 
system than otherwise would be required. We are trying to arrive 
at the point where the passenger user and the small- truck user and 
owner and the big truckowner pay their rightful share. 

Mr. E1ssroucn. Again I offer you the services of our statisticians to 
prove any point that: you want to prove. We will put them on your 
side of the fence, if you will. 

But nevertheless we feel that the people who use the highways and 
they alone are to support this program, then you must apply it to all 
of them and if the tire industry is to be used as a tax-collecting vehicle, 
and I make that clear that this is not a tax burden upon ourselves 
particularly 

Mr. Scuerer. It all goes to the consumer 

Mr. E:ssroucn. That is right. We then stand re: ady to serve you 
and we recommend that you apply it across the board on all our 
products. 

Mr. Scurrer. If today the passenger car is paying a disproportion- 
ate—I do not say it is but if it is paying a disproportionate share, con- 
sidering the factors that I mentioned, compared to the large trucks, 
then it could not be an across-the-board increase. 

Mr. E1ssroucn. Well, I can give you some quick figures. 

Mr. Scuerer. Then we would be discriminating. 

Mr. E:sproven. I can give you some quick figures on estimated an- 
nual mileage of the vehic Jes that would not bear the taxes. 

Here are the things that would be taxed : trucks on large tires, tota! 
mileage in billions, 22 or 3.7 percent of the total. 
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Buses on large tires, 3 billion miles, or 0.5 percent of the total. 

The total that would be so taxed represents 25 billion miles per year 
and represents 4.2 percent of the total. 

The vehicle that would not be taxed represents 78 billion miles or 
12.9 percent of the total. 

Buses, and small trucks and passenger tires 68 billion miles, 11.3 per- 
cent of the total. 

The total on trucks and buses is 146 billion miles or 24.2 percent of 
the total. 

The passenger cars, 432 billion miles, 71.6 percent of the total. For 
whatever it is worth. 

Mr. Scuerrr. Thank you very much. 

Mr. Fation. Are there any other questions on my left? 

Mr. Grorce. If we could build this highway system on 6-inch con- 
crete, it would be much cheaper of course than building it 9 or more 
inches in thickness, would it not ? 

Mr. Erssroucn. Mr. George, I will have to pass. I am not an expert 
on highway costs. 

Mr. Grorece. A 6-inch concrete road will carry all the passenger 
cars of the United States, and if I understood your testimony cor- 
rectly, you are advocating levying taxes on all tires with the same 
percentage basis while there is one segment of our economy that is 
causing us to increase the construction cost of our roads, is that not 
true? 

Mr. E:sproucu. I did not say the same percentage. I simply infer 
that the historical method be continued, which is cents per pound of the 
product. Whether that results in the same percentage or not is not 
my statement. 

Mr. Georce. This committee is departing from a historical back- 
ground when we are even considering a taxing measure instead of the 
Ways and Means Committee considering it. 

My experience in the Kansas Highway Department over a period of 
10 years tells me that we can build roads to carry passenger cars ade- 
quately a great deal cheaper if we do not have to figure on carrying 
an an axleload up to 18,000 pounds or more. Don’t you think that is a 
fair statement ? 

Mr. E:ssroucn. I am only saying as I said to Mr. Gentry that I 
have read articles on both sides of the question and I do not propose 
to be a witness on whether the roads are adequate or inadequate. 

I am simply trying to give you some information on what we see 
in the recommended proposal. 

Mr. Georcr. You are telling us that only if we levy a workable tax 
it should be the same on all tires regardless of what it might be in 
relation to the cost of the highways and your group is in favor of 
taxing all passenger cars of the United States on the same proportion 
as to the trucks. 

Mr. Ersproucn. I want to read you some things. 

Mr. Grorae. I want an answer to that. 

Mr. Erssroucu. Yes, I think it goes to your question that trucks 
account for 7 percent of the vehicles traveling, 18 percent of the mile- 
age and pay 33 percent of the State taxes. 

What I am saying is that they are already paying a disproportionate 
share and the excise tax on tires is a small proportion of that total tax, 
You recognize that. 
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All of the other taxes they pay are not represented by the excise tax 
on tires 

Mr. Grorce. You want to increase the automobile user’s tax and tax 
them just. as much or the same percentage as the truck tax and if we do 
increase it, it should be across the board. 

Mr. Erssroucu. This is a national-defense measure and we believe 
that the general public, the total economy should pay the cost of it, 
and we do not believe there should be any increase in the excise tax on 
tires and we are here speaking of tires alone. 

Mr. Grorce. Or any highway user’s tax at all. 

Mr. Erssroucn. No, we are not advocating any form of taxation. 

Wearesimply pointing out that this program is for the benefit of the 
general economy and for all the people. I think we have said it in as 
much language as we have at our command. 

Mr. Georce. Then you are for the Clay committee bill ? 

Mr. E:ssroucu. We did not say that. Our roads h: ave been financed 
over the years from the general funds. Whether that is a good way 
for you gentlemen to arrive at it or not, I will not say. But if you 
must pic k out certain segments of the economy and apply it to just 
the users of the highway, apply it to all the users of the highway. 

While it is true that the trucks are an industry and as an industry 
perhaps more easily taxed than an individual, yet nevertheless the 
truckers are serving us. 

Mr. Grorce. When you say to all users of the highway so far as tires 
are concerned, you are advocating that the motorcar operator pay the 
same percentage of tax that the trucker does, is that right ? 

Mr. Exsproucnu. We are recommending a look at the general situa- 
tion. 

We are not recommending that the same percentage be applied or 
anything else. We pointed out just for your own guidance as to the 
correct method used. 

Mr. Grorer. You won’t make a distinction between passenger 
and trucks ¢ 

Mr. E:ssroucn. No. 

Mr. Scuwencet. You are in the tire business in Ohio, are you not? 

Mr. Exsproucn. Yes. 

Mr. Scuwence.t. How long have you been in the tire business? 

Mr. Etssroucn. Thirty-seven years. 

Mr. Scuwence.. And you are quite well acquainted with the prog- 
ress of the tire business in that time? 

Mr. Ersproucn. Fairly so. 

Mr. Scuwencet. Tell me, Did your company join in the national 
advertising program recommending that our Interstate System and all 
our road program be stepped up ¢ and i improved ¢ 

Mr. Eissroucu. I do not believe so. 

Mr. Scuwencei. Along with the other tire companies ? 

Mr. Eissroucn. Asa road program ? 

Mr. ScHWENGEL. Yes. 

Mr. Ersproucu. No. 

Mr. Scuwence. There was some national advertising along that 
line. 

Mr. Eissroucn. We did not participate in that program. I think 
that was done by 1 or 2 other companies but the Dayton Rubber Co., 
over its signature, did not run any advertising of that kind. 

63235—55—pt. 2——11 
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Mr. Scuwencet. Would you endorse that philosophy ¢ 

Mr. Erssroucn. I believe as every American does that our road 
system is fairly inadequate today and needs improving. 

Mr. Scuwence.. Do you approve the idea of Congress attacking 
this problem and trying to seek an answer to the problem ! 

Mr. Ersproucn. Yes. 

Mr. Scuwence.. You must know this, and I tried to get the answer 
from a witness yesterday and he said there would be a more capable 
witness to testify today on the subject, but what is the average mileage 
of a truck tire taxed under secion 4 of this bill ? 

Mr. E1ssroucu. I do no believe we have it per tire. 

Mr. Scuwence.. You do not know what the mileage is on a truck 
tire? 

Mr. Erssroucu. Well put it this way: we have general knowledge, 
of course, that you can drive truck tires generally on tractor wheels so 
many miles before they are worn out. 

Mr. Scuwencet. Can you give us what that number of miles is? 

Mr. Etssroucu. Yes; depending on what part of the vehicle you are 
on. They will run between 40,000 and 70,000 or 80,000, perhaps 
100,000 miles. 

Mr. Scuwencet. Before they are recapped or after recapped ? 

Mr. Etssroucu. Before recapped and iter recapped, Mr. Schwen- 
gel; and I must point this out, that the common usage of that tire is 
not to put it on one wheel and leave it there so that we arrive at 
averages. 

Mr. Scuwencex. And reasonable uses. 

Mr. Eisproucn. And reasonable uses; yes. 

So on reasonable uses and averages they probably run 50,000 miles. 

Mr. Scuwencet. Tell me, How many miles you can get on one 
recap ¢ 

Mr. Etssroucu. I have heard people tell me that they could get 
more miles on a recap than on a new tire, but I would say it is ap- 
proximately the same. 

Mr. ScHwEnceEL. Tell me, How many miles with good care a good 
driver can get, a tire can be Recappea? 

Mr. E:ssroucn. Whose tires? 

Mr. ScoweNce.. Well, your tires. 

Mr. Etssroucn. You know I am still a competitor. 

Mr. ScHweEncet. Well, let’s take the average tire or your best tire. 

Mr. E:ssroucn. Well, I would say one and cneisn dt might be a 
good average. 

Mr. Scowencet. So that being true, you can get 125,000 miles on a 
good tire, a new tire. 

With your experts sitting to your right and left, would you care to 
check what the per-mile increase would be proposed in this tax? 

Mr. Erssroucn. I wouldn’t propose to a it. We will get you 
the answer. 

Mr. Scuwencet. I would like to have those answers to the question. 

Mr. Etssroucn. All right; we will attempt to answer the question. 

Mr. ScHwEnceL. Thank you. 

Mr. Fatiton. Thank you very much. 

Our next witness is Mr. Burton N. Behling, from the Association of 
American Railroads. 
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STATEMENT OF BURTON N. BEHLING, ECONOMIST, ASSOCIATION 
OF AMERICAN RAILROADS 


Mr. Beuurne. I appear here for the Association of American Rail- 
roads. 

Yonsidering the congested schedule for your 2-day hearing we did 
not ask to appear ,but having considered the record that was made here 
yesterday and the important gaps of information developed from the 
questions by the various members of the committee, we do have this 
statement now which we offer for your record. 

We think that it contains useful information, too, on such matters 
as the operating savings to truck vehicles from operating on improved 
superhighways, the effect of the tire tax and what it would amount to 
when reduced to a vehicle-mile basis, and some measurements of the 
inequity of the gasoline tax as it applies to the passenger cars and the 
heavier vehicles. 

We should be glad to offer such data for your record if you please. 

Mr. Fatuon. Thank you very much, Mr. Behling. 

Mr. Benuine. May I say also that we have extra copies in case they 
are needed. 

Mr. Fatton. Thank you very much, Mr. Behling. 

(The full prepared statement of Mr. Behling follows :) 


STATEMENT OF BurTON N. BEHLING, ECONOMIST, ON BEHALF OF THE ASSOCIATION 
OF AMERICAN RAILROADS 


My position with the association is that of economist, and my office and resi- 
dence are in Washington, D. C. 

From the long hearings before this committee on the pending highway bills 
one conclusion stands out. It is now clear that the principal issue regarding anh 
enlarged Federal highway program is how to finance it with prudence and with 
equity. 

The several bills now before the Congress would authorize Federal outlays for 
highways of $2.5 billion to more than $3 billion annually over a period of years. 
The latter amount is more than three times as much as the current Federal-aid 
program under the 1954 act and, of course, is still greater when compared with 
provisions of earlier legislation. This unprecedented magnitude of proposed 
Federal highway aid presents a critical need and opportunity for sound decisions 
on principles of financing such outlays, especially when it is considered that 
action taken by the Congress now may establish lasting guideposts for the 
future. 

If the conclusion is reached by the Congress that we can afford an accelerated 
highway program on the scale proposed, then highway users can afford to meet 
the costs. Federal highway programs should be fully self-financing on the basis 
of additional revenues from properly scaled user charges, without burdening 
general taxpayers or increasing budget deficits and debt. 

It has been observed many times by, among others, those who stand to gain 
directly from highway improvements that better highways will pay for them- 
selves. What this means is that the improved highways will save those who use 
them more than the facilities cost. It follows, then, that those who realize 
these gains should pay the costs that make such gains possible. This is the 
essence of the user charge principle. 


THE TRUCKING INDUSTRY POSITION 


The trucking industry and allied interests, recognizing how much it would 
mean to their business operations, have strongly supported an enlarged Fed- 
eral highway program. But when the question of who is to pay arises a re- 
markable turnabout occurs, accompanied by a bombardment of protests against 
adequate user charges upon the large and heavy vehicles. 

It must be very evident by now that the eager support for an enlarged Fed- 
eral highway program by the organized commercial highway users who would 





1256 NATIONAL HIGHWAY PROGRAM 


gain very substantially from the proposed improvements is not matched by a 
willingness to pay adequately toward meeting the program costs. They would 
like to receive abundantly but contribute as little as possible. 

In the earlier hearings before your committee, and again yesterday, a witness 
for the trucking industry gave much emphasis to the Federal excise taxes now 
paid by the operator of heavy vehicles, suggesting that they might be regarded 
as highway user charges, and he urged that no “disproportionate” additional 
charges be levied against the heavy vehicles operated on the highways to be 
improved. 

He further proposed that any charges upon highway users that the Congress 
might find necessary in order to finance an expanded Federal highway program 
should be applied “across the board.” This meant a gasoline-tax increase, for 
he added that the trucking industry would “bow” to a determination by the 
Congress to enact an additional 1-cent gas tax. This concession, if such it may 
be termed, was made in recognition of the known fact that a motor-fuel tax bears 
lightly on the large and heavy vehicles, while placing a greatly disproportionate 
burden upon the millions of passenger automobiles and other light vehicles. 
The owners of these latter vehicles would then be made to pay highway costs 
that the much heavier vehicles should pay. 


SAVINGS TO TRUCKING OPERATIONS 


Assertions by the trucking industry that graduated user charges upon the 
heavy commercial vehicles, so as to equalize fairly their payments with those 
of the ordinary light vehicles, would be excessive, punitive, and destractive of 
commercial highway transportation will not stand close examination. 

In view of the strenuous efforts of the commercial trucking industry to avoid 
adequate highway user charges, it is important to take account of the very 
great financial advantages which would accrue to them from the use of improved 
superhighways provided in large part by expenditures of the Federal Govern- 
ment. In a recent statement by an official of the Automobile Manufacturers 
Association, as secretary of its highway policy committee and also of its motor- 
truck committee, it was estimated that a modernized interstate system of high- 
ways would save the commercial trucking industry some $900 million a year 
from reductions in driving time alone, using a very conservative value of $2 
per hour for the time saved. 

But this was by no means all. He further estimated that gasoline, brake, 
and tire economies from operations on an improved Interstate Highway System 
would amount to over $550 million for all vehicles, including heavy trucks, whose 
mileage savings in these respects would be the greatest. In addition, he also 
predicted large savings from the reduction of accident and insurance costs, such 
savings being estimated at $600 million annually. These savings, too, would 
accrue in very substantial part to the large and heavy commercial vehicles that 
accumulate enormous mileages on the main highways constituting the Interstate 
System. 

Altogether, this spokesman for the automotive industry, stressing the desir- 
ability and economy of improved highway facilities, estimated that savings from 
operations on the modernized Interstate System alone would aggregate over 
$2 billion yearly, with more than half of this total attributable directly and solely 
to operations of the large and heavy commercial vehicles. 

Moreover, further analysis shows that these estimates of large savings are not 
imaginary. From data published by the trucking industry, as related to the 
results of test operations conducted by trucking firms on toll turnpikes, it is 
estimated that the large and heavy commercial vehicles would save at least 5 
cents a vehicle-mile from operations on the improved through ways which would 
be built under the proposed Federal highway program. In the aggregate the 
prospective savings in trucking operations are indicated to be well over a billion 
dollars annually. These economies pertain to driving time, tires, fuel, brakes, 
maintenance, depreciation, insurance, and other cost factors. On motor fuel 
alone, published results of tests conducted by trucking firms have revealed 
savings of nearly 1 cent a vehicle-mile for heavy trucks when operated on high- 
ways of through-way design. 

Results of truck-test runs conducted last year on sections of the New York 
through way and on the shortest alternate routes were reported in the October 
1954 issue of Motor Truck News, official publication of the Empire State High- 
way Transportation Association, Inc. For example, the marked economies on 
one of these tests were Summarized as follows: 
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Over the longer route from Williamsville Toll Plaza (just outside Buffalo) 
to Utica, the mileage saving on the turnpike amounted to 8.5 as compared with 
Routes 5 and 20. This will be increased when sections of the through way are 
completed. On the test run the through-way driver ran 18.3 miles on Routes 
5 and 234. 

Road time over the through way and the 18 miles of State roads was 4 hours 
1 minute, as compared with 5 hours 45 minutes over the alternate combination 
of Routes 5 and 20, a saving of 1 hour 44 minutes. 

Nine gallons of gasoline were saved over the through way. 

Average speed was 15.09 miles per hour higher over the through way and 
Routes 5 and 234. 

The through-way driver made 12 brake applications while his counterpart 
made 128, or 116 more. 

One full stop was required on the through way while the other driver made 35. 

While the former driver shifted gears 42 times on the through way itself, the 
other driver shifted 504, a saving of 462 shifts. 

The test runs, for which Riss & Co. furnished the tractor-trailer combinations, 
was supervised by L. J. Wolford of the through-way staff. 

Considering the tremendous magnitude of these prospective savings from 
trucking operations over improved highways, what is the true significance of 
allegations by the trucking industry that properly graduated user-charges upon 
the heavy vehicles would be punitive, confiscatory, and calculated to ruin the 
commercial trucking industry and drive it from the highways? Such conten- 
tions are shown to be hollow alarms, sounded for the purpose of concealing 
opportunities for windfalls at the expense of general taxpayers or ordinary 
motorists, or both. Actually, properly graduated user-charges upon the heavy 
commercial vehicles would absorb only a part of the large gains accruing from 
their operations on modernized superhighways. Since they will reap large sav- 
ings from highways improved for their use and for their special requirements, it 
is only right that the operators of such vehicles should contribute adequately 
toward meeting highway costs. They are able to pay adequately, and they 
should be required to do so. 


THE TAX ON MOTOR FUEL 


In every consideration of means for financing highways, the gasoline tax 
gets foremost attention. Although the motor-fuel tax does have a proper place 
in a structure of highway user-charges, it cannot by itself produce equitable 
results. It should not be worked to death. 

There is a tendency to rely upon it too much by reason of its great revenue 
productivity. If more highway funds are needed, it seems easy to boost the 
gas tax and then, if still more is required, to raise the rate another notch. As 
applied by the Federal Government, moreover, the gasoline tax reaches beyond 
highway users to include other uses of gasoline such as in farm-operated tractors 
and in gasoline-propelled aircraft. 

As a charge for highway use, the inherent deficiency of the gas tax is that 
it does not apply equitably between the different classes of motor vehicles. 
That the heavy vehicles on this basis pay relatively little for their highway 
use and special requirements is readily demonstrated by comparing the incidence 
of the charges upon an ordinary passenger automobile and a heavy truck or 
combination. 

For each cent of gas tax a passenger car, with a loaded weight of 2 tons and 
obtaining 15 miles to a gallon, realizes about 30 ton-miles of highway use. In 
contrast, a typical 4-axle, tractor-trailer combination, with a gross weight of 
130 tons and moving about 5 miles to a gallon, gets 150 ton-miles of highway 
use for each cent of fuel tax. 

Thus, the heavy vehicle, on the basis of weight and mileage, gets approxi 
mately 5 times as much highway use as does the passenger car or other light 
vehicle for 1 cent of gas tax. Otherwise stated, the heavy vehicle pays only 
about one-fifth of what it should pay on a proportionate scale by means of the 
fuel tax. 

There is no equity in permitting these heavy vehicles to ride the highways on 
a one-fifth fare. To make up for this extreme deficiency of the fuel tax, some 
kind of equalizing user charge or charges upon the heavy vehicles is required 
The method of applying graduated charges upon the heavier vehicles should 
produce an equitable result as compared with charges upon ordinary vehicles 
and it should also be administratively feasible. 
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THE TIRE TAX 


A Federal tax on large tires and tubes, used on heavy highways vehicles, 
collected at the producers’ level, meets these tests of equity and of administrative 
feasibility. Furthermore, with this type of charge the Federal Government 
would not be in competition with the States, since it is recognized that a tire 
tax at the State level is not feasible. Such a tax can reflect size, weight, and 
mileage factors of the heavier vehicles on the highways and balance the inequity 
which is inherent in the fuel tax as a user charge. An equivalent tax on retread 
material or retreaded large tires also is necessary. 

As shown on attached statement B, a tax of approximately 41 cents a pound 
of large tire and tube is necessary to provide a balanced structure of user 
charges upon the ordinary and the heavy vehicles, when the gasoline-tax rate 
is 1 cent a gallon. With a 3-cent gas tax, however, a tax on large tires and tubes 
of three times 41 cents, or $1.23, is necessary to maintain a balanced structure 
of user charges. 

As provided in H. R. 7072, a tax of 50 cents a pound on large tires and tubes 
would be a step in the right direction, although a modest step which would 
only partly correct the inequity of a 3-cent gas tax. With this user charge 
structure, the millions of ordinary passenger car owners would still be paying 
a considerable part of highways costs which the heavy commercial vehicles can 
and should bear. 

While a tax of 50 cents a pound on large tires and tubes may seem high when 
compared with the existing pound rates of 5 and 9 cents, respectively, on tires 
and tubes generally, it is important to bear in mind that the tax proposed in 
H. R. 7072 is no ordinary tax, but a means of applying proportionally a gradu- 
ated highway-user charge upon heavy highway vehicles to pay their share of the 
proposed highway improvements. 

Reduced to a mileage basis, this tax at 50 cents a pound would amount to an 
average of less than 1 cent a vehicle-mile to the operator of a large truck or 
bus. It is not inequitable, especially when account is taken of the much greuter 
savings of more than 5 cents a vehicle-mile which the heavy vehicles will derive 
from operating on the highway now contemplated for major improvement. 

The problem of financing a Federal highway-aid program—soundly, adequately, 
and without undue cost burdens upon anyone—can be resolved with graduated 
user-charges. If properly scaled charges upon the heavier vehicles are not 
imposed a fair result cannot be attained, for gross inequities in charges will 
continue between ordinary light vehicles and the heavy commercial vehicles. 
Operated for private gain on the public highways, the large and heavy commercial 
vehicles would have immense benefits in operating savings conferred upon them, 
without just and adequate recompense for their highway use and special 
requirements. 

Financing highway programs with user charges fairly scaled between ordinary 
vehicles and the heavy vehicles would still be important even if there were no 
need to establish and maintain equal conditions of competition between highway 
and railway transportation. This latter is a real and pressing problem, however, 
and we urge you seriously to consider that unless the large and heavy commer- 
cial highway vehicles are required to pay proper user-charges to help finance 
highway improvement programs, the vital national interest in preserving a strong 
railroad system for basic defense requirements will not have been safeguarded. 
No other form of transportation can meet this defense need. 

We can have better highways and also a strong and essential railroad system. 
We should not settle for only the one when, if highways are properly financed, 
Congress will have adopted a sound course toward both. 


STATEMENT A 


Estimates indicate that for the year 1952 the cost of operating over the road 
trucks in intercity service involving both long and short hauls and including 
terminal costs is 46.7 cents per vehicle mile. Supporting data with respect to 
this cost and the primary accounts involved are developed from information 
contained in the 1954 edition of American Trucking Trends published by the 
American Trucking Associations, Inc. 

An itemization of the accounts and their amounts on a vehicle-mile basis are 
set forth in the following table: 





NATIONAL HIGHWAY PROGRAM 1259 


Analysis of expenses 
Cents per Cents per 
vehicle-mile vehicle-mile 
ae Bc nataicnionncsvaihaumininitnnts a Depreciation —___ 


Maintenance 
Transportation—other 
Terminal 


Operating taxes and licenses: 
Fuel and oil 
Registration 
All other 

Insurance and safety 

Administrative and general 


C1 Ol 8 1 Dp DO 


Total 


Studies have been made by several motor carriers of savings in operating costs 
for vehicles using toll-type highways. Since the interstate highways are to be 
improved to standards equal to turnpikes and thruways, the economies indicated 
for toll-road travel are applicable to the proposed Interstate System, Results 
of these studies have been published. They indicate that there has been a pro- 
nounced reduction in fuel consumed, time of travel, number of gear shifts and 
brake apnlications. 

In order to translate the saving in fuel, it has been assumed that the cost of 
gasoline is 13.9 cents per gallon to which is added a Federal tax of 2 cents and 
a national average State tax of 5.1 cents. Using these fuel costs, the reduction 
ver vehicle-mile in the cost of gasoline, without tax, is 0.592 cent and the saving 
in taxes on the gasoline is 0.302 cent per vehicle-mile. 

Time saved in operation over turnpikes and thruways in comparison with 
operation over present highways represents a decrease of 32.18 percent. It has 
been assumed that only one-half, or 16 percent, of this saving can be used for 
productive purposes. The increased speed permits the handling of the same 
volume of traffic in a fewer number of vehicles. The time saving can be fairly 
applied to the items of maintenance, transportation—other than tires and tubes 
and fuel—insurance and safety, depreciation, and registration fees. In other 
words, these items can be reduced by 16 percent. 

A revised tabulation of the items making up the vehicle-mile cost, taking into 
consideration the economies from turnpike or thruway operation, is set forth in 
the following table. The total of the items is 41.13 cents per vehicle-mile, which 
indicates a saving of 5.57 cents per vehicle-mile. Such a large saving explains, 
of course, why the operators of intercity vehicles are willing and able to pay 
tolls of 5 to 6 cents per vehicle-mile for the use of such high-type facilities. 


Analysis of expenses 


Cents per Cents per 
vehicle-mile vehicle-mile 
I OE I i iictaneneeni 2. 200 | Depreciation 
Operating taxes and licenses: 
f a ccsicrmseierenenpmeiit 
Transportation—other i Registration 
Terminal % All other 


Insurance and safety Revised cost using thru- 
Administrative and general__._._ 3. 500 7a) 41. 132 


A typical vehicle used by intercity freight haulers may be assumed to be 
the tractor semitrailer combination having 4 axles and equipped with 14 tires, 
size 10.00-20. H. R. 7072 would increase the Federal excises on the tire by 45 
cents per pound and on the tube by 41 cents per pound, making a total increase of 
$57.12 in taxes per tire; this would amount to $799.68 for the 14 tires. A fair 
mileage for each tire is 100,000 miles; some may not travel as far and many will 
travel as much as 150,000 miles. On the basis of 100,000 miles the additional tire 
tax would amount to 0.8 cent per vehicle-mile. 

The typical vehicle travels 5 miles on 1 gallon of gasoline; a 1-cent increase in 
the Federal tax would amount to 0.2 of a cent per vehicle-mile. 

H. R. 7072 also provides for a 4-cent increase in the diesel fuel tax per gallon. 
The typical vehicle would travel 1.6 times as far on 1 gallon of diesel as on 
gasoline, or 8 miles per gallon of diesel fuel. The increased diesel tax would 
be, therefore, 0.5 cent per gallon. 

The additional cost of the tire and fuel tax together would amount to 1 cent 
per vehicle-mile when gasoline is used, or 1.3 cents per vehicle-mile when diesel 
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is used. Since the saving to the operator on the high-type Interstate System will 
amount to 5.57 cents per vehicle-mile, he would have a net saving of 4.57 cents 
when using gasoline, or 4.27 cents when using diesel, per vehicle-mile. 


STATEMENT B 


Heavy commercial | 


vehicle | Automobile 
Gross weight, tons. 28. | 2 
Miles per gallon 5 15 
Ton-miles per gallon 140 : --| 30. 
Assumed gas tax, cents per gallon : 1 aa 
Cents tax per ton-mile |} 1/140_-_-- --| 1/30. 
Cents tax per 1,000 ton-miles___-- i | 7.14 stile. dt BR 
Deficiency of truck tax per 1,000 ton-miles, cents ..| 26.19 . | 
Type truck tire required for 28-gross-ton vehicle 10.00 x 20—12 ply_-_|} 
Mileage per tire i : 100,000 -| 
Number of tires per vehicle_- 14 | 
Weight of tire, including tube, pounds--- ; .-| 128 | 
Weight on each tire, tons 2 | 
Ton-miles per tire (2 100,000) ; | 200,000 
Tax to be collected per 1,000 ton-miles, cents__- chin .c2| S849 
Tax to be collected per 200,000 ton-miles (200 26.19 cents) oe $52.38 
Tax per tire $52.38 


Tax per pound of rubber ($52.38+ 128), cents_ --| 41 binitghe | 
! | 


A truck tire tax at 41 cents a pound is necessary to equalize with a gasoline 
tax of 1 cent a gallon. Hence, if the gasoline tax rate is 3 cents a gallon, the 
equalizing tire tax would be 3 times 41 cents or $1.23. 

For a typical 4-axle tractor-truck semitrailer combination, equipped with 14 
tires, the tire tax at 41 cents a pound or $52.38 a tire would amount to only three- 
fourths of 1 cent a vehicle-mile. ($52.38 times 14 or $733.32, divided by 100,000 
miles of tire life is $0.0073.) 


Mr. Fation. I have a statement from Congressman Winfield K. 
Denton of Indiana. 

Without objection this will be incorporated into the record at this 
point. 

(Statement of Hon. Winfield K. Denton, of Indiana, is as follows :) 


STATEMENT OF Hon. WINFIELD K. DENTON, A REPRESENTATIVE FROM THE STATE OF 
INDIANA 


T want to thank this committee for the privilege of appearing here today. 
I understand that, in the several bills being considered by the committee, it is 
proposed to increase the Federal excise tax on gasoline and other motor fuels 
in order to finance an expanded Federal roadbuilding program. 

I am appearing before the committee to ask that a provision be written into 
the law to exempt farmers from paying any excise tax on the gasoline or other 
fuels used in propelling and operating their farm equipment. 

In the State of Indiana we permit farmers to recover State tax on gasoline 
used for farming purposes, and this has worked out very satisfactorily. The 
original purpose of the gasoline tax was to require the people who use the roads 
to pay for their improvement and upkeep. Since practically all highway vehicles 
are motor propelled at the present time, the gasoline tax is a practical means 
of achieving this purpose. 

When the gasoline tax was first enacted, farmers were not nearly so mecha- 
nized as they are today. But now farmers use a great variety of motor-driven 
equipment, and they are obliged to pay taxes on the fuel used to operate this 
equipment just as though it were to be used on the highways, which it is not. 
The crop-raising equipment of farmers should not have to bear this special tax 
intended to be borne by highway vehicles. 

Since it is now proposed to increase this tax on gasoline and other fuels, the 
tax would be all the more unfair to farmers. I have received a number of letters 
from farmers complaining about the fact that this bill would increase the taxes 
that they pay on motor fuel used on the farm and not on the highway. 
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I feel certain that if a provision were inserted in the highway bill to exempt 
farmers from paying tax on fuels for equipment used on their farms this bill 
would be much more acceptable to the public. 

Mr. Fatxion. The next witness will be the Honorable E. L. Bartlett 
from the Territory of Alaska. 


STATEMENT OF HON. E. L. BARTLETT, A DELEGATE IN CONGRESS 
FROM ALASKA 


Mr. Bartuetr. I have asked for this time only to plead with the com- 
mittee to exempt Alaska from any provisions of the bill if such are 
ultimately incorporated in it. 

Alaska is the only political subdivision of the United States to which 
the Federal-Aid Highway Act does not extend. 

We would be taxed without getting one penny of benefit, and I think 
all of you agree with me that would not be fair. 

Mr. Jones. Does the same situation prevail with regard to Hawaii? 

Mr. Bartietr. No; Hawaii and Puerto Rico are both within the 
national system. 

Mr. Jones. Why was Alaska excluded ? 

Mr. Barttetr. I cannot tell you. We have tried many times to join 
the national system but have never succeeded. All our road funds 
come by direct appr opriation through the Department of the Interior. 

Mr. Jonxs. There is no interstate designation in the Territory of 
Alaska ? 

Mr. Bartiett. Nonesuch. We are entirely without the orbit of the 
national highway tax. 

Mr. Jones. Is that true of Hawaii? 

Mr. Barttiert. I do not know. 

Mr. Jones. That there is no interstate road-tax system in Hawaii? 

Mr. Bartterr. I cannot answer that. 

Mr. Jonrs. Does the present 2-cent gasoline tax apply to Alaska? 

Mr. Bartierr. It does, and the increases which were in the draft 
bill 

Mr. Jones. All taxes now presently imposed are imposed in the 
Territory of Alaska? 

Mr. Barrier. That is correct. 

Mr. Jones. And it gets none of the benefits of the distention of 
Federal funds and highw ay assistance ? 

Mr. Bartuerr. That is right. 

Mr. Jones. And the only direct appropriation made from the 
United States Treasury to Alaska comes from the Department of the 
Interior ? 

Mr. Bartierr. That is right. 

Mr. Jones. And that is the source for all revenues for road con- 
struction ; is that right? 

Mr. Bartierr. Yes; and I might add that if a diesel fuel tax were 
increased, it would represent a very substantial burden to be placed 
on the people there because naturally they consume a lot of diesel fuel. 

Mr. Jones, How about your fishing fleet ? 

Mr. Barrier. Yes, and I was talking to a Juneau attorney who 
said that his heating bill would go up $100 a year because of the 
new taxes and he would have no additional roads to show for the 
expenditure of the money. 
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I do hope that the committee considers that when it writes the bill. 
Thank you a lot. 

Mr. Fatiton. Thank you. We have a representative from the 
American Petroleum Institute. Will you come up here please, sir, and 
give your name for the record. 


STATEMENT OF ROBERT H. SCHOLL, REPRESENTING AMERICAN 
PETROLEUM INSTITUTE 


Mr. Scott. My name is Robert H. Scholl, a vice president of the 
Esso Standard Oil Co., appearing on behalf of the American Petro- 
leum Institute which is a trade association representing all segments 
of the oil industry. 

I think it goes without saying perhaps that my industry is very 
much interested in highways. We are interested in more and better 
highways. 

May I say that those copies that are being passed out to you now 
are a good deal more extensive than I am going to cover here. I| 
realize you are pushed for time and I am going to try to summarize 
this briefly. 

After all, highways provide the market for one of our very impor- 
tant products, gasoline, and therefore we would like all of the high- 
ways which this country can afford under a sound financing program, 
but we think that latter is very important. 

Mr. Donpero. Mr. Chairman, could Mr. Scholl make a brief résumé 
of the 11-page statement ! 

Mr. ScHoit. That is exactly what I am going to do. 

Mr. Donpvero. I think the other 12 witnesses want to be heard. 

Mr. Fation. I think Mr. Scholl made that statement. 

Mr. Scuoti. We feel, and I suspect you gentleman do too, that there 
is a great question here of State responsibility. 

Traditionally the States have provided the highways that we now 
have and whatever its deficiencies may be we still have the finest high- 
way system in the world. 

We think a measure that disturbs that historic situation raises a big 
question. It seems to us a Federal program raises a question of 
whether you are not taking the responsibility from the States, a re- 
sponsibility which is traditionally theirs, and which has produced very 
fine results so far. 

There is one point of background that I would like to call your at- 
tention to and that is that historically the Federal gasoline tax has 
been a temporary tax passed in 1932 during the depression as an emer- 
gency measure. 

It has been labeled a temporary tax for general revenue right on 
down to the present time. It has never been tied in with the Federal- 
aid program on highways but has simply been a source of general 
revenue for the Federal Government. 

The fact is that the contribution, the theory of contribution by 
the Federal Government to the highway system goes back a long way. 
It goes back actually to about 1800, but the present system of Federal 
highway aid started in 1916 and that was long before you had a Fed- 
eral gasoline tax. 
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The responsibility to the Federal Government has always been 
recognized as arising out of this necessity for defense, the carriage 
of the mail and to promote interstate commerce. 

If we are going to change the whole approach and change these 
taxes from the gasoline tax and instead of putting them in the 
general funds, earmark them for highways, we will change the whole 
approach. 

One question which I think must bulk large in your minds is wheth- 
that is a fair approach, having in mind the very definite national 
defense aspect of this whole program. 

From the very inception, from the time Vice President Nixon 
announced the idea of a greatly increased highway program he 
stressed the national defense necessity for an increased highway 
system. 

General Clay stressed that in his report. 

Governor Kennon, representing the governors’ conference, under- 
lined that very sharply and said if these roads were not going to be 
used by the public we would still be under the necessity of spending 
this $25 billion to have that network of national defense arteries to 
transport men and materials for strategic viewpoints. 

Now if the stress is primarily on the national defense, then the point 
I would like to get before you gentlemen is that it seems to us not a 
fair division of the burden to pile a further load upon a particular 
segment of the taxpayers who are already bearing a heavy load. 

Motorists, truckowners, all of us bear our full share of the load 
simply as taxpayers and citizens. 


Is there any reason why you should say that because a man owns an 
automobile he ought to pay a peculiarly large burden of what is in 
effect and in fact a defense expenditure which ought to be borne by 
all of us and which we would urge ought to be developed from the 
broader tax base. 

This has the a of taking the aid out of the Federal aid be- 


cause heretofore the Federal Government has taken a certain amount 
of money out of the tax revenue and presented it to the States on a 
matching basis as Federal aid to do a job they wanted to do. 

The States are getting the money which they put on the highways 
primarily out of highway user taxes of all kinds. 

If you now say to that same group who are forming the base for 
the tax money that the States have that you are going to tap them for 
further funds and they in effect have to buy their money back, it seems 
a particularly inequitable approach. 

With respect to apportioning, at the present time the Federal funds 
are apportioned to the States on a rather complicated formula. Once 
you say to a motorist or trucker that his gasoline tax will be used to 
support a Federal program of roads, he is ‘entitled to say I would like 
to see that I get back substantially what I put in that particular fund. 
That will mean that the more populous Eastern States where the larg- 
est part of our gasoline moneys will come from will be looking for an 
opportunity of getting it because they put it in for the purpose of 
roads. If you paid it in for roads, why shouldn’t it go in for roads 
in their own particular State ? 

(At this point Mr. Jones assumed the chair.) 
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Mr. Jones. Mr. Scholl is testifying on a subject on which the 
American Petroleum Institute has a well-known position with respect 
to Federal highways. 

What is there peculiar about your feelings with respect to this tax 
= that you have objection other than the basic philosophy of . 

Federal assistance ! 

Mr. Scuorz. If I understand your remark about the usual position 
of the American Petroleum Institute, you are probably referring to 
this, that we have long felt that in this question of search for tax 
money a choice has got to be made and we have always felt that the 

gasoline tax was a field 

Mr. Jones. Hasn’t it been your position that you felt that the whole 
taxing problem should be turned over to the States and we desist in 
the Federal aid? 

Mr. Scuoiu. Our position has been that this particular field of 

taxation is one which might be well left to the States because of their 
dependence on the Federal road program. 

Mr. Jones. And the objection you have is the objection you always 
raise before this committee. 

Mr. Scuouiu. I suppose so and if you are familiar with that posi- 
tion, I suspect you are perhaps more familiar with it than some of 
the other members are 

Mr. Jones. I am quite a young fellow. Some of these other gentle- 
men are a lot older than I. 

Mr. Scuoiu. That was a field that we thought could be better left 
to the States. There is some limitation to the burden you want to 
put on that particular class of taxpayer. 

Mr. Donprro. You can look in my direction at the same time you 
look at Mr. Jones, because I have heard that policy enunciated time 
and time again before our committee. 

Mr. Scuotx. I am pleased to think that that policy is so well 
known. I would not have spent so much time in outlining it again. 

I think you have probably heard enough about the problem of re- 
funds that are involved in this Federal tax on such things as gasoline 
and tires and that sort of thing if it will go into roads. 

People who put their money in for roads, if it doesn’t go to roads, 
will say we want it back 

We are tax collectors and we are very much aware of the great 
administrative difficulty you get into when you get into the field of 
a lot of claims for refunds or exemptions. 

The experience in the States has been that that has been a wide 
open field for tax exemption and it is a difficult field for adminis- 
tration. 

It is worth pointing out that contrary to the feeling you might get 
from some witnesses that nothing is being done in this highway field, 
but actually the expenditures which the States are now making on 
our road system are extremely large. 

For example, in 1953 the States derived a total of $2,168 million 
from special taxes on gasoline and motor vehicles alone, and that is 
the equivalent of 54 percent of the $4,042 million which the State 
governments expended from their own revenues, the balance being 
made up through truck fees, special truck taxes and drivers’ license 
fees, and so forth. 
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The total amount of money currently being spent for construction 
and reconstruction of roads runs to about $5,500 million. 

If you take the total amount spent on roads of all kinds, you 
are already up to $6 billion dollars, so the States are in this thing 
in a very big way. 

I do not think I need to labor the point that what we are 
talking about is a 50 percent increase in the tax which will bear 
very heavily on all concerned. As a matter of possible interest to 
you I have included with the material you have received a listing 
of the present tax paid in all the States, adding the present F ederal 
gasoline tax to the State tax. 

I find that it is a surprise to a lot of people to look at that list and 
find in how many States motorists are already paying 9 cents on a 
gallon for the gasoline which they buy and the extra cent will make 
it 10 cents. 

There are some additional special fees and some local taxes which 
are not included, but 10 cents on a gallon of gasoline gets you up 
to about 35 percent of the average retail selling price of ‘the gasoline 
and about 45 percent of the wholesale price and 60 percent. of the 
refinery level which would indicate that this is a product which 
already bears a very substantial tax burden. 

Mr. Donprro. I am sure we have that data, Mr. Chairman. 

Mr. Scuouz. All right, sir. I do not want to duplicate this. 

I think our feeling 1s that if you feel that you must tax the motorist 
for the revenue which you need here for a program that you ought 
to give serious consideration to broadening the base. 

In the States generally all taxes which are assessed against motorists 
must go into roads. This approach is a selective one. If you took 
all the automotive excise taxes as they are now paid, you would go a 
long way toward paying for an extended program. 

Mr. Jones. In other words, make a linkage to the present 
collection ? 

Mr. Scuoty. You should give consideration to why your linkage 
stops with just the burden on such things as petroleum products and 
tires. You have got a lot of other automotive excise taxes which I 
think just as logically could be thrown into the pot and if it were 
spread over these other things, everybody would be a little lighter. 

I think it was called to your attention that any increase in this 
tax which is a manufacturer’s tax, and I am talking about a possible 
50 percent increase on the gasoline tax, does throw a decided burden 
on a small element of our business, the jobbers, the wholesalers and 
people like that and immediately ups their investment which they 
have in Federal taxes on pr oducts which they have not sold. 

One more point which is specifically not on this question of Fed- 
eral financing and that is that when you gentlemen come to regard 
this bill I wish you would keep especi ially_ in mind the desirability, 
particularly if we are going to have limited access highways, of 
avoiding any monopolistic supplies or services on these highw: ays. 

There is a provision in H. R. 7072 that attempts to meet “that ‘prob- 
lem. We feel it is pretty wide open. We would like to see a much 
more definite provision and I believe somebody has already intro- 
duced it, another version of that, which would make it perfectly clear 
that you would not have service stations, motels, and so forth on the 
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right-of-way that would push business off on privately owned 
property which is where we feel it belongs. 

That is all I think I need to say. 

Mr. Jones. Thank you very much, Mr. Scholl. 

Are there any questions on my right? 

Mr. Tompson. I want to compliment Mr. Scholl on a very fine 
statement. I will read the entire text of the statement he inserts in 
the record. Not right now, Mr. Chairman. 

Mr. Jones. I did not hear you. 

Mr. Trompson. I want to state this, and it has a bearing on what 
Mr. Scholl has said about the many years of planning on when the 
Government is going to vacate certain areas of taxation and give them 
back to the States. 

There has been a lot money spent on the planning and the philoso- 
phy. 

There is an organization called the Council of State Governments. 
You have the Governors’ Council, the National Association of State 
Budget Officers, the revenue collectors and many other segments of 
State governments. 

[ belonged to the National Association of State Budget Officers. 

Our State appropriated at least $3,000 a year toward the mainte- 
nance of this council. Every time we met there would be a unani- 
mous vote to memorialize Congress to vacate certain areas of taxa- 
tion that rightfully belonged to the States. It was always unanimous. 
That group represents the State governments they belonged to. 

I suggested that somebody from that council of State ‘governments 
appear here and give testimony based on the years of research they 
have made and I received a call from Mr. Frank Baine telling me that 
he thought the governors had already testified before this committee 
and he felt it was not necessary to give more testimony. 

I reminded him that there was no relevant matter having to do 
with the specific taxes and yet he refrained from coming over and 
would not do it. 

I think they are derelict in their duty and I think that the whole 
organization is a shell and they are not looking at their responsibility. 
I want the record to show that. 

Mr. Jones. Thank you, Mr. Thompson. Are there any more ques- 
tions on my right? 

Mr. Gentry. I believe you expressed a great deal of sympathy for 
those people in the country who are having to pay as much as 9 cents 
a gallon for gasoline tax, did you not? 

“Mr. Scrott. Yes, sir, I pointed out that they have that burden 
which is a substantial one. 

Mr. Gentry. There are some people in the country who have to pay 
that much and you expressed some alarm at the fact that a bill might 
he passed which would add 1 cent to those people, did you not? 

Mr. Scnotu. Yes, sir. 

Mr. Gentry. I wonder, have you ever been on any of the toll roads 
in the country, just any one? 

Mr. Scuoiu. Yes, sir. 

Mr. Gentry. Do you know that many of those same people who are 
already paying 9 cents a gallon gasoline tax will get on any road they 

can find comparable to that to be built under the Interstate System 
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and will pay the equivalent, if they are in an automobile, of 15 cents 
additional a gallon gasoline tax, if it is a private car, and if it is a 
truck will pay an additional 25 cents in addition to the 9 cents they 
already pay, and that every road built like that in America is loaded 
with traffic today, willing to pay not just 1 cent but 15 cents if it isa 
private car and 24 and 25 cents if it is a truck. 

Did you know that? 

Mr. Scuotu. Yes, sir, I know that. 

Mr. Gentry. But regardless of that, you think it is a terrible thing 
to think about putting a little 1 cent on to make interstate roads in 
America like that? 

Mr. Scoot. Well, as I understand the direction your argument 
takes, it is that you have got a willing horse and you can keep right 
on loading him and nothing will ever happen. It is true that where 
there are inadequate public roads and you furnish a toll road that the 
people will use it and it is particularly true in good times and since the 
war the motorist has indicated all over the country that he is willing 
to pay a very high fee for the use of those roads. 

Mr. Gentry. And he is willing to pay 15 cents. 

Mr. Scuotu. He is paying a total which in many cases is equivalent 
to about 15 cents a gallon, but that to me does not mean he will pay it 


PAREN 
Mr. Gentry. The truckers are paying 23 to 25 cents. 
That is all I have. 
Mr. Jones. Are there any questions on my left ? 
Mr. Donvero. No. 
Mr. Jones. Are there any further questions ? 
If not, thank you very much. 
Mr. Scuotz. Thank you, sir. 
(The statement of Robert H. Scholl follows :) 


My name is Robert H. Scholl. I am appearing before you today on behalf 
of the American Petroleum Institute, a trade association of the oil industry. 

Inasmuch as the legislation your committee is now considering contains pro- 
visions which are of vital interest to the petroleum industry, I welcome this 
opportunity to bring before you the views of our organization. 

At the outset, it should be pointed out that the petroleum industry has con- 
sistently favored public policies which would lead to the sound and orderly ex- 
pansion and development of the highway facilities of this Nation. We recognize 
that this is essential, not only for the peacetime economy, but also to meet the 
requirements of military and civilian defense in time of war or other national 
emergency. 

Perhaps to a greater degree than any other industry, the petroleum industry 
finds its own welfare inextricably interwoven with the progress of highway 
development. In fact, it is not too much to say that our industry and the high- 
way transportation system of this country have grown side by side during the 
past half century. Each has complemented and contributed to the growth of the 
other. By the same token, we fully recognize that the future progress of the 
petroleum industry will depend, in large measure, on the continuance of finan- 
cial policies which will promote the sound development of the Nation’s road 
systems. 

The industry has long believed that the major responsibility for highway im- 
provement should properly continue to be vested in the respective State govern- 
ments. It is our conviction that this offers the surest, most equitable, and most 
efficient means of achieving the desired goal of adequate and continuing develop- 
ment of all types of highways at reasonable cost. 

In no sense, of course, does this imply opposition to the principle of Federal 
highway aid to the States at reasonable levels. These annual road grants have 
been of substantial assistance to the State governments in their efforts to carry 
forward progressive road programs. Similarly, the coordination and advice pro- 
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vided by the United States Bureau of Public Roads, and its predecessors, have 
contributed to the development of a unified nationwide network of highways 
which, while not totally adequate in all respects, is admittedly the finest in the 
world. 

We believe that the progress which has been made is the result of a well- 
balanced and soundly conceived approach to the whole question of roadbuilding— 
an approach which traditionally has recognized the primary role of the States 
and localities. 

In the light of this conviction, we are deeply concerned over the pending legis- 
lation which would, in our opinion, mean an abandonment of this time-tested 
Federal-State-local relationship and which would seriously undermine and im- 
pair the ability of the States to carry out their functions in this field. 

I am referring particularly to those provisions which would increase the Fed- 
eral manufacturers’ excise taxes on gasoline, special fuels, and diesel fuel, as 
well as the other Federal automotive excise increases which your committee is 
considering. Under the terms of this measure, the proceeds of these taxes would 
be linked—for all practical purposes—to the Federal-aid highway program at 
least until the year 1970. In view of the history of these taxes—which have 
been extended and increased in spite of their temporary character—there appears 
to be little reason to hope that they will be permitted to revert to lower rates 
even after 1970. 

While our industry is of the opinion that all of the temporary Federal auto- 
motive taxes are inequitable and should be repealed, we believe that this is 
particularly true in the case of the Federal gasoline tax. Historically, as you 
gentlemen know, this levy has always been considered a general revenue meas- 
ure—unrelated to highways. It was adopted reluctantly and on a temporary 
basis to help balance the national budget in 1932 when the country was in the 
throes of economic depression. Although this tax has been retained since that 
time—and its rate doubled—it has never been linked in any way with Federal 
road grants to the States. 

Through the years, many statements have been made by Senators and Con- 
gressmen, Federal commissions and other authorities, making clear that the 
Federal gasoline tax is in no sense a highway or road tax. I have a compilation 
of some of these statements and would like, with your permission, to insert 
them in the record as a part of my statement. 

What is the basis, then, for Federal highway-aid grants to the States? 
Actually, as has been brought out at the hearings you gentlemen have held, 
Federal participation in highway building dates to the early days of this 
Nation—long before there was even such a thing as gasoline, let alone a tax 
on it. In the early 1800’s, the Federal Government helped finance construction 
of what was then called the National Road, stretching some 700 miles from 
the Atlantic coast to the Ohio River. In 1893, the Federal Office of Road 
Inquiry, forerunner of the present Bureau of Public Roads, was established. In 
1916, a full 16 years before the Federal tax on gasoline was first imposed, the 
Federal highway-aid program in its present form was inaugurated. 

These Federal undertakings in the field of highways were entirely unrelated 
to Federal taxation of gasoline and even to the use of motor vehicles. The 
Federal interest in highways has always been and still is associated with the 
National Government’s responsibility to provide for defense, to carry the mail 
and to promote interstate commerce—activities of benefit to all the people of 
the Nation. 

Clearly, therefore, from an historical standpoint, earmarking the Federal 
motor-fuel taxes to the new highway program—and increasing the rates of 
those taxes—would represent a departure from the policies and practices which 
have been so successful in the past. In the opinion of our industry it would 
not only be a departure but an unsound departure—on a number of counts. 

In the first place, perhaps the most important single reason advanced for 
the highway program envisioned in this legislation is its relationship to national 
and civilian defense. The defense aspects of the program have been brought 
out repeatedly since it was first suggested by Vice President Nixon, speaking 
in behalf of the President, at the 1954 governors’ conference in Bolton Land- 
ing, N. Y. 

On that oecasion, the President’s message cited ‘“‘the appalling inadequacies 
(of our highways) to meet the demands of catastrophe or defense, should an 
atomic war come.” 

The President’s Advisory Committee on a National highway program, headed 
by General Clay, noted as the very first sentence in its summary of conclusions 
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and recommendations that “a safe and efficient highway network is essential to 
America’s military and civil defense, and to the economy.” 

Gov. Robert F. Kennon, of Louisiana, chairman of the national governors’ con- 
ference, in testifying before the Senate subcommittee went so far as to say: 

“T believe sincerely that if these roads were not going to be used by the public, 
if they were just to be put in for military purposes, that it would be a necessity 
that America spend this $25 billion to have that network of national defense 
arteries to transport men and material for strategic viewpoints.” 

Finally, in this legislation we are considering today, the Interstate System 
is described as “a system of highways of primary importance to national de- 
fense” and it is referred to as a “National System of Interstate and Defense 
Highways” in recognition of that fact. 

This overwhelming emphasis on the defense characteristics of the program 
prompts the thought that highway users, as such, would certainly not be the sole 
beneficiaries. There is no activity of the Federal Government which cuts so 
broadly across all segments and groups as does the national and civil defense. 
The users of our highways fully expect to pay their fair share of the cost of de- 
fense undertakings of this character, in their capacity as citizens and taxpayers. 
It appears inequitable, however, to assess the full cost of a defense program from 
which all will benefit against them as a single class. In fact, the defense char- 
acteristics of this program would appear to provide ample justification for meet- 
ing the cost—or at least a substantial part of it—from general revenues of the 
broadest application. 

From a practical standpoint, establishing a definite connection between the 
Federal gasoline tax and Federal highway grants would take all the “aid’’ out 
of Federal aid. In effect, motorists would be compelled to pay a heavy gasoline 
tax to the Federal Government to underwrite its share of the road program and 
then to buy back their own money by additional heavy gasoline taxes paid to the 
States. The Federal Government would be permanently abandoning its tradi- 
tional responsibility to meet its share of road costs from broad-based general 
revenues. 

A further complication could arise as it became clear that some States were 
being shortchanged in favor of others. Densely populated, heavily traveled 
States would have added reason to demend Federal grants equivalent to the 
gasoline tax money collected within their borders. On the other hand, the States 
with large areas and sparse populations would continue to expect larger-than- 
average grants because the original purpose of Federal highway aid was to help 
them most of all. 

Ultimately, Congress could find itself in the position of a referee, arbitrating 
the conflicting demands of the several States, as well as the political subdivisions 
within each State. There would arise the grave danger that defense and other 
vital elements of the proposed program would suffer from such a situation. 

While the pending legislation establishes a system of apportioning Federal 
funds among the State, there is every likelihood that succeeding Congresses would 
be subjected to local and regional pressures for modification of these distribution 
formulas if the program were definitey linked to a specific tax or group of taxes. 

One of the byproduct dangers of linking the Federal gasoline tax to this pro- 
gram would be the precedent which would be established thereby. It would be 
only a matter of time before the supporters of other programs and activities— 
equally worthy, perhaps—would seek to have other Federal revenues specifically 
dedicated for those purposes. The end result would be to destroy the flexibility 
of Federal revenues almost entirely—with little or no discretion left to Congress 
as to how Federal tax funds should be expended. 

The question is sometimes asked: If it is considered proper to earmark State 
gasoline taxes solely for roads, why should not the Federal gasoline tax be 
similarly dedicated? The answer lies primarily in the history and nature of 
the two types of taxes. Traditionally, as has been mentioned, the Federal gaso- 
line tax has been unrelated to highways from its very inception. Each time 
it has been extended or increased the reasons cited have had nothing whatever 
to do with roads. The State gasoline taxes, on the other hand, were in every 
case first imposed as special highway levies and have been so considered in most 
States ever since their original enactment. 

Secondly, in every case but two (Utah and Vermont), some provision is made 
for a refund or exemption of the tax on motor fuel which is ultimately con- 
sumed off the highways. ‘Thus, the State taxes on gasoline are truly “highway 
user” taxes. 
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On the other hand, as you gentlemen are aware, the Federal levy applies not 
only to gasoline used on the highways but to fuel consumed on farms, in water 
craft, in aircraft and by industry. Therefore, there is no logical basis for 
dedicating Federal motor fuel taxes for highway purposes, as in the case of 
revenues from State gasoline taxes. 

In fact, if the Federal motor fuel taxes were linked to a highway program 
and thus converted into “highway user” taxes, the consumers of motor fuel for 
other-than-highway purposes would have a very cogent argument for seeking 
a tax refund. This position, I understand, has been taken by representatives 
of various farm organizations appearing before your committee. Legislation 
to grant refunds for off-highway use of motor fuel has been introduced at this 
present Congress. 

If refunds for nonhighway use were to be authorized, it would open a Pan- 
dora’s box full of troubles—both for Government and for industry. From 
Government’s standpoint, of course, it would necessitate a reexamination of how 
much revenue would be realized for the tax. Oil marketers, for their part, 
would be faced with a next to impossible task of handling and processing the 
actual collection of a tax, levied at the manufacturer’s level on all motor fuel, 
hut subsequently refunded to consumers who use fuel for other than highway 
purposes. This would require endless record-keeping and red tape—represent- 
ing a substantial out-of-pocket charge against the gasoline distributor. 

As long as the Federal gasoline tax remains what it has always been—a gen- 
eral revenue excise unconnected with highways—these problems do not arise. 
But once any form of “linkage” is established, such complications are all but 
inevitable. 

It might be mentioned in passing that if, in spite of these many factors, Con- 
gress does decide on a policy of “linkage,” the current proposal only goes part 
way down that road—far enough to encounter all the drawbacks but not far 
enough to gain such benefits as might accrue from this practice. In the States, 
of course, not only is the gasoline tax dedicated to road purposes but also the 
other taxes paid by the highway user—registration fees, drivers’ license fees, 
special taxes on carriers, and the like. Logically, if the Federal Government 
decides to earmark any of the Federal automotive taxes for highways, as called 
for in this bill, it would appear that the other automotive excises might well also 
be linked to the road program. 

The petroleum industry—and I am sure this is true of you gentlemen also—is 
vitally concerned over the gradual erosion of the rights and responsibilities of 
the individual States. Roadbuilding has in the past been one of the principal 
areas of government activity where the States have reigned supreme. It appears 
to us that this legislation—with its revenue provisions—is dealing a double blow 
against State control over their own road programs. 

In the first place, simply by greatly increasing the level of Federal participa- 
tion, this program will tend to inject a greater degree of Federal control on 
the old maxim that “He who pays the piper calls the tune.” Moreover, by link- 
ing the Federal gasoline tax to the program and by increasing its rate, the 
measure also goes a long way toward hampering the States in their own efforts 
to raise highway funds. 

The States have been relying on the gasoline tax as the principal source of 
their road funds ever since the virtual beginnings of the modern roadbuilding 
era. The first State gasoline tax was imposed in 1919, and within a decade 
every State had followed suit with its own tax on this produce. In 1953 the States 
derived a total of $2,168 million from special taxes on gasoline and motor fuel. 
This is equivalent to 54 percent of the $4,042 million which the State govern- 
ments expended from their own revenue sources for State highway improvements 
and aid to localities for roads. 

Ever since 1932, when the Federal Government began collecting its own gaso- 
line tax, this duplicating levy has complicated the task of the States in raising 
funds to support their own road programs. For years governors and State legis- 
latures have sought repeal of the Federal gasoline tax on this basis. 

Even this year—although the governors receded from their long-standing re- 
quest that the Federal tax be repealed outright—Gov. Robert F. Kennon, of 
Louisiana, chairman of the governors’ conference, has said : 

“(The governors’ conference] has urged the Congress to repeal the Federal 
gasoline tax * * * The Congress has not seen fit to adopt this proposal, but the 
need still exists and has become more acute.” 

If, instead of repealing the tax, the Federal Government turns in the opposite 
direction and not only takes steps to retain it until 1970 but increases the rate 
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by another 50 percent, what effect will this have on the ability of the States to 
derive needed revenues from this source? In many cases where the tax will be 
pushed to 10 cents per gallon and even higher, it would virtually foreclose any 
further State reliance on this important revenue source. It could well mean 
that many States would be unable to finance their share of the proposed highway 
program. 

At his recent press conference, the President called attention to this very 
fact. If the Federal Government goes ahead and greatly increases taxes, includ- 
ing the Federal gasoline tax, the President asked: “Where are the States going 
to get the money to do their part of this thing?’ He then went on to say: “It 
seems to me that we have got to recognize occasionally the very great respon- 
sibiliy, authority, and power that should reside in the States, and allowing them 
to have decent sources of income. And if we put the maximum amount that the 
traffic will bear in all of these things, I don’t know where the States revenue is 
going to come from.” 

In all of the discussions concerning the need for greater expenditures for 
highways—and our industry agrees that an enlarged provram is necessary— 
it is very easy to lose sight of the fact that gasoline taxes from the standpoint 
both of rates and revenue produced have been climbing steadily for several 
years. Since the end of World War II, for example, there have been no fewer 
than 63 separate increases in State gasoline tax rates. This contrasts with only 
15 increases in the 11 immediately preceding years. Just in this year’s legislative 
sessions there have been adopted so far a total of 13 increases, with another to 
go before the voters in November. That is exactly the same as the 10-year 
total of rate increases for the 1935-44 period. 

In terms of revenue, the same story prevails. In 1946, the first full postwar 
year, the States collected $1,064 million from their gasoline taxes. By 1954— 
only 9 years after the war—total State gasoline-tax collections had jumped 
to $2,306 million. 

Let’s look at the situation for a few individual States (which, incidentally, 
are typical rather than exceptions) : 


State gasoline tax receipts 


1946 | Percentage 
P increase 
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It will be noted that in virtually every case, motorists are now paying at least 
twice as much as they were just 9 years ago and in cases like California and 
Maryland the revenue has tripled. 

In 1955, of course, the figures for two of these States, Alabama and Maine, 
will be still higher as a result of gasoline tax rate increases approved by various 
State legislatures this year. It is estimated that the tax increases given legis- 
lative approval this year in 14 States will add nearly $200 million more each year 
to the cost of gasoline for consumers in those States, at the present rate of 
consumption. 

Gentlemen, there appears to be a general agreement that added funds are 
going to be required for roads over the next 10 or 20 years. With this we cannot 
quarrel. But we do believe, sincerely, that something should be done in the 
way of broadening the base of financial support for roads, so that the main burden 
will not always continue to fall on one product. The level of taxes on gasoline 
is rapidly approaching a point beyond which it cannot go without serious conse- 
quences to our industry, to Government, and to the consuming public. 

Some of these figures may be familiar to you but I believe they bear repeating. 
Gasoline—a basic product used every day for work, shopping, and other essential 
purposes—is now carrying a tax equal to 35 percent of the retail selling price; 
45 percent of the wholesale price; and over 60 percent of the price at the 
manufacturing or refining level. 
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Oil marketers have become particularly concerned from a customer-relations 
standpoint over the level of gasoline tax rates in recent years as the total levy 
has risen to 7, 8, and 9 cents per gallon and even beyond that point in some areas. 
They have had to face criticism because taxes have forced the price of gasoline to 
new high levels and the consumer frequently blames either the local dealer or the 
jobber or the supplying company. 

A little more than a year ago, Congress acted to reduce the excise taxes on 
such commodities as furs and jewelry from 20 percent to 10 percent. We have 
no argument over this action. We feel that 10 percent is still a substantial tax 
even on a luxury. But we are constrained to point out that no similar action 
was taken in respect to the excise tax on gasoline—which is taxed at 344 times 
the rate of these luxuries. 

Contrary to the claim sometimes made, the petroleum industry is not opposed 
to gasoline taxes levied by the States at reasonable rates for highway purposes. 
Moreover, our industry agrees that under proper circumstances it may be de- 
sirable to increase the taxes on gasoline. In recent years, for example, oil 
marketers have agreed to gasoline-tax increases in such States as New Hamp- 
shire, Ohio, Michigan, Illinois, Missouri, North and South Dakota, Utah, Cali- 
fornia, Montana, and, on two occasions, right here in the District of Columbia. 

Oil marketers do oppose State gasoline-tax increases, however, when their 
study of the individual situation indicates to them that the tax rate would be 
excessive, that the funds would be diverted to nonhighway purposes or other- 
wise dissipated, or where those urging the tax have failed to demonstrate 
clearly the need for added revenues from this source. Marketers consider that 
they are obliged to take this position both as good citizens and in behalf of 
their customers who, in the final analysis, must pay the taxes in the form of 
higher prices for their product. 

Another problem, often overlooked, which the oil industry has found goes 
hand in hand with excessive gasoline-tax rates is the very serious threat of 
organized gasoline-tax evasion. Back in the 1930's, this illegal practice grew 
to such proportions that responsible authorities have estimated it involved as 
much as $100 million in a single year and threatened to develop into a racket 
far surprassing the bootlegging of liquor during the prohibition era. 

The industry remains very much alive to the danger of a recurrence of this 
problem—a danger which obviously increases as the taxes on gasoline become 
higher and the incentive to evasion grows correspondingly greater. 

One final factor related to this tax increase is of particular concern to the 
smaller wholesale and retail marketers. Inasmuch as this tax is levied at the 
time the manufacturer sells the product, the jobber must pay the tax when he 
buys gasoline from his supplier and the retailer also must pay it when he buys 
the product. This means that these small independent businessmen must tie 
up a substantial amount of their own capital in this tax until they are, in turn, 
able to sell the gasoline—perhaps weeks or even months later. Meanwhile, they 
receive no interest or return on this money and if—as occasionally happens in 
any business—they are unable to collect from their creditors, they are out not 
only the cost of the fuel, not only their expected profit, but they are also out the 
amount of tax involved in the transaction. 

Increasing this tax would work a considerable hardship on this group of 
small-business men by increasing by 50 percent the amount of capital which 
they must thus tie up in Federal gasoline taxes. 

I have mentioned these points to make clear that the petroleum industry's 
views on gasoline tax rates which it considers to be excessive are not based on 
whim or on any desire to be “obstructionist.” Instead, they are based on what 
to us are very practical considerations. We sincerely believe it is not only 
unfair, but highly inadvisable, to continue to levy more and more taxes on one 
product—gasoline. It is obviously inequitable to look to one tax source for all 
the additional revenue to finance a highway program which is clearly in the 
interest of everybody and should be the responsibility of everyone. This is par- 
ticularly true in view of the tremendous importance of the defense and military 
aspects of the program. 

In view of the many serious implications involved, we respectfully urge that 
you give earnest consideration to the revenue provisions of this bill, especially 
those proposing increases in the Federal gasoline and Diesel fuel taxes. It will 
be obvious that most of the considerations urged in connection with proposed 
increases in the gasoline tax apply equally to the increases proposed in the 
tax on diesel fuel. 
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We trust, after you have given full consideration to these points, you will 
agree that it is in the public interest to strike out the provisions which would 
increase the Federal gasoline and diesel fuel taxes in the bill which your com- 
mittee is considering. 

Before closing, there is one other feature of this bill on which I would like 
to comment very briefly. That is the question of insuring that the users of the 
National System of Interstate and Defense Highways will be afforded a choice 
of goods and services under arrangements consistent with the American tradi- 
tion of private competitive enterprise. 

This matter was given careful consideration by the President’s Advisory Com- 
mittee on a National Highway Program. In its report, that Committee pointed 
out that “care must be exercised to insure that traditional free enerprise is 
promoted and that no monopolistic tendencies develop in the provision of needed 
facilities to service the highway user with food, lodging, vehicle fuel and similar 
needs.” 

With the National System carrying an estimated 20 percent of all rural traffic 
and 10 percent of all urban traffic, this is a matter of great importance both to 
the consumer and to thousands of businesses which are dependent on the road- 
side as the market place for their goods and services. 

Section 10 of H. R. 7072 contains a clause which deals with this problem. In 
its present form, however, it is felt that this clause does not offer more than a 
token protection for the consumer and the businessman against the danger of 
Government-sponsored monopolistic arrangements for meeting the motorist’s 
requirements on the National System. 

Accordingly, we respectfully urge your consideration of a substitute clause 
which would strike out the language on page 21, line 21, beginning with the 
word “and” through line 2 on page 22—substituting the following in its place 
as a hew sentence: 

“Such agreements shall also contain a clause providing that the State will not 
permit automotive service stations or other commercial establishments to be 
constructed or located on the right-of-way, or on public land having access to the 
right-of-way, of the National System in such State.” 

Incorporation of this clause in the legislation would afford definite protection 
against the monopolistic type of operation but would leave to the discretion of 
the individual States the manner in which goods and services could be provided. 
The indiscriminate building of service facilities along the National System would 
be precluded and, at the same time, freedom of competition—with all its ac- 
companying benefits—would be preserved. 

I want to thank you for having this opportunity to appear before you today 
to present the views of our organization on this important legislation. 


Mr. Jones. Thank you, Mr. Scholl. We will now hear from Mr. 
George J. Burger, vice president of the National Federation of Inde- 
pendent. Business. 

Mr. Burger, on your own suggestion I understand that you will 
take about 2 minutes. 


STATEMENT OF GEORGE J. BURGER, VICE PRESIDENT, NATIONAL 
FEDERATION OF INDEPENDENT BUSINESS 


Mr. Burcer. I can read it in about 5 minutes, Mr. Chairman. I 
realize the condition the committee is in and the witnesses are follow- 
ing me and the witnesses before me. 

I will be willing to do this: I want to make the opening statement 
that I am George J. Burger, vice president in charge of legislative 
activities of the National Federation of Independent Business, 740 
Washington Building, Washington, D. C. 

Our national headquarters are located in Burlingame, Calif. We 
also maintain division offices at New York, Cincinnati, and Chicago. 

Mr. Chairman, I might inject at this point that the membership 
of the federation is 100,000 independent business and professional 
men, with members throughout the 48 States, so we have a very vital 
interest in the overall of this bill. , 
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Mr. Chairman, I am not going to read these 4 pages, but there is one 
point I want to bring out because it was in this room in 1942, in Janu- 
ary of that year, that the present Small Business Committee, then 
headed by the Honorable Wright Patman, and the membership of that 
committee was Charles Halleck and the present Republican National 
Chairman, Leonard Hall, and they realized the plight that these inde- 
pendent tire sales and services were in at that time, and they recom- 
mended by unanimous resolution that all tire sales and services for 
the duration of the war be channeled through the independents and 
at the same time the committee became aware of the fact of the tax 
discrimination existing as it applied to independent tire dealers. 

The stocks of tires and tubes they have on hand are subject to the 
tax from the moment the invoice is rendered and the manufacturer 
owning and operating retail stores is in very active competition and 
those stocks of tires are exempt from the excise tax until those tires are 
sold. 

I say to you, Mr. Chairman, and members of this committee, that it 
is a positive, definite fact that tire rebuilding in this country was 
pioneered and developed through the independent tire trade in this 
country. 

I have been an independent member of the tire industry for nearly 
50 years. 

As Mr. William Jeffers, the then Rubber Administrator, in testify- 
ing before a Senate committee in 1948 or 1944, warned the Congress 
of the necessity of keeping these independent tire sales and service in 
the business in case of any national emergency, and I ask, before the 
tax is put on tire rebuilding, consider, Mr. Chairman, what it will 
mean to the future of these independent tire shops throughout the 
Nation. 

Mr. Jones. Thank you very much. 

Mr. Burcer. I am George J. Burger, vice president in charge of 
legislative activities, National Federation of Independent Business, 
740 Washington Building, Washington, D. C. Our national head- 
quarters are located in Burlingame, Calif. We also maintain divi- 
sion offices at New York, Cincinnati, and Chicago. 

Mr. Chairman, no officer or group of officers is permitted to speak 
for the federation ‘aay to the direct nationwide vote of our entire 
membership. I make this statement so that I will qualify under the 
mandate of our nationwide membership. 

I am also appearing in behalf of the Burger Tire Consultant Serv- 
ice, a national group comprising exclusively independent tire sales 
and servicing institutions. 

Mr. Chairman, in behalf of both the National Federation of Inde- 
pendent Business and the Burger Tire Consultant Service, I am ap- 
pearing here today in opposition to the proposed revenue revisions to 
be included in the highway legislation. 

In behalf of the National Federation of Independent Business, our 
entire membership has repeatedly voted for a decreased tax rather 
than the increase which would result from the legislation now being 
considered before your committee. 

In behalf of the Burger Tire Consultant Service, speaking for the 
independents in the tire sales and servicing field nationwide, due to the 
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malpractices now recognized within the rubber-tire industry, that 
group can ill-afford to be saddled with an increased tax load which 
could result in reducing their position in which they exclusively 
pioneered, namely tire rebuilding. 

I might add that it was significant and important to note the posi- 
tion held by the independents in the tire sales and servicing field 
during the World War II period as ably brought out by the late 
William M. Jeffers, then Rubber Administrator, when he warned the 
Congress of the importance of this segment of the rubber-tire indus- 
try being maintained, as he said if this segment of the rubber-tire 
industry ceased to operate who could foretell what might happen in 
the event this Nation should again be confronted by a war crisis. He 
was refering to the magnificent job done by that segment of the tire 
industry to keep the wheels in motion during the war period. 

Mr. Chairman, as we reviewed the original legislation, the tax to 
be borne by recappers was 40 percent of the proposed tax on new tires. 
In the legislation as recommended by the Subcommittee of Public 
Works the members of the recapping industry would now be penal- 
ized an additional 10 percent if their tax would now be 50 percent 
of the tax proposed for new tires. Of course this is going to work 
an additional hardship because of the heavy financial load the mem- 
bers of that segment of the industry are still carrying. 


It is to be noted that some members of your committee are fully 
aware of the financial burden already being carried by independent 
tire sales and servicing institutions in the pr esent excise tax levy where 
their stocks of tires and tubes are subject to payment of the excise tax 


as soon as the tires and tubes are placed in possession of the dealers, 
where, on the other hand, the stocks of tires and tubes in the tire manu- 
facturers retail stores are exempt from payment of the tax until 
the tire and tube is sold to the ultimate consumer. 

With the proposed legislation being considered by your committee, 
this would place a further financial burden on the shoulders of the 
independents, those least able to carry it. 

If the legislation which is now proposed in the highway bill as to 
the tax levy on tires and tubes and recapping should be approved 
by the Congress, it is our hope and trust that definite provision will 
be incorporated in that legislation to correct the present excise tax 
levy inequity. 

It is our belief that should the tax as recommended in this legisla- 
tion as it applies to tire recapping be approved by the Congress, such 
taxation would be in violation of original taxing measures as set up 
during the early history of this Nation, as this proposed tax on tire 
rebuilding can only be classed as double taxation. The excise taxes 
now levied by the Federal Government are not now levied on “used” 
materials. 

The even more serious aspect, should this legislation be approved by 
the Congress, is that it could and will result in an increased spiral of 
inflation all along the line, nationwide, as those upon whom the tax 
is placed will, without any question of doubt, pass that tax along to 
John Q. Public. the working segment of which of course will again 
come back for increased wages, et cetera. 

The recapping segment of the rubber-tire industry today is the 
only segment of that industry which remains in the hands of small 
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independent business, and our concern, since our obligation is to in- 
dependents in all lines of endeavor, is whether the big rubber interests, 
who have now gained nearly a 100-percent monopoly, are on the march 
to get this remaining slice of the business. 

I have spent close to 50 years as an independent member of the 
rubber-tire industry and have nationwide ee in all seg- 
ments of that industry and I well know the problems faced by the inde- 
pendent tire trade to maintain what foothold they now have in that 
industry, and it is hard to believe that the Congress would place fur- 
ther hardships which would eventually close the door for these efficient 
progressive independents, your neighbors and mine. 

Mr. Chairman, it would be our recommendation that the original 
program as recommended by President Eisenhower be approved, as 
that would be the only fair way to proceed. No one segment of the 
economy should be expected to carry the financial load necessary to 
further the highway program of the Nation. 

I would like to include a telegram I received from Mr. Charles 
Raney, Jr., of the Raney Tire Co., of Akron, Ohio. 

Mr. Jones. That will be included in the record at this point. 

Mr. Buroer (reading) : 

Akgkon, OHI0, July 11, 1955. 
GEORGE BURGER, 


National Federation of Independent Business, 
740 Washington Building, Washington, D. C.: 


Do something quick. We are about to be exterminated by the cold hand of 
legislation. How can the tire retreading industry stand taxation half as great 
as that on new tires when the normal selling price is only about 25 percent? I 
refer to H. R. 7072. Narrow the percentage differential and rebuilding is placed 
at a serious disadvantage. Perhaps the legislators are not aware of the fact that 
rebuilding is the remaining lifeblood of the independent. It appears that some- 
one in an advisory capacity to Government has discovered a quick way to kill 
the independent and is No. 1 competitor, tire rebuilding, by unbearable taxation. 
For lack of influence, have we no defense against these tactics? I urge you, Mr. 
Burger, to acquaint the House Public Works Committee with these facts. Surely 
good judgment and justice will prevail. 

RANEY TIRE Co., 
CHARLES RANEY, Jr. 
Mr. Jones. Thank you very much. 
We will now hear froma representative of the American Automobile 
Association. Will you please give your full name, sir, and the names 
of the gentlemen who are with. you? 


STATEMENT OF ANDREW J. SORDONI, PRESIDENT, AMERICAN 
AUTOMOBILE ASSOCIATION, ACCOMPANIED BY GEN. LACEY 
MURROW, HIGHWAY CONSULTANT, AND WILLIAM A. STINCH- 
COMB, SECRETARY 


Mr. Sorpont. I have with me Gen. Lacey Murrow, American 
Automobile Association highway consultant, and William Stinchcomb, 
secretary of the American Automobile Association. 

I am Andrew J. Sordoni, president of the American Automobile 
Association. 

Should I proceed, Mr. Chairman ? 

Mr. Jones. Yes, please do. 

Mr. Sorpont. I am Andrew J. Sordoni, president of the American 
Automobile Association, and am appearing here to present the views 
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of the association whose executive committee, meeting yesterday and 
today, has given useful consideration to the proposals ‘before you. 

First of all, we should like to compliment the members of this com- 
mittee for the careful and extensive consideration which you have 
given to the proposed Federal-aid highway legislation. 

As one of the sponsors of the first Federal Highway Act in 1916, the 
American Automobile Association has always had a special interest in 
this important field of legislation. From the inception of Federal 
highway aid up to the present, the Congress has recognized that the 
major responsibility for improving the Nation’s streets and highways 
lies with the several States and their respective political subdivisions. 

The role of the Federal Government in this field was one of spurring 
the States on to accept their responsibility and to give leadership and 
impetus to the development of integrated and effective highway in- 
provement programs. This participation of the Federal Government 
in State highway affairs was justified under the general welfare clause 
of the Constitution and in the interest of national defense. Hence, 
from its very beginning, Federal aid has been recognized as a legitimate 
charge against the general revenues of the Federal Government. 

Now for the first time, there is before the Congress a proposal that 
the Federal Government assume, not a minor role, but the major 
responsibility for financing a national system of interstate and defense 
highways. This network includes the Nation’s most important roads 
from the standpoint of the national welfare and the national security, 
as well as the needs of the Nation’s highway transportation. This 
proposed program, while a complete departure from the traditional 
role of the Federal Government in highway affairs, nevertheless ties 
in with the aims and objectives of the American Automobile Associa- 
tion. The American Automobile Association was probably the first 
organization publicly to advocate a concentration of funds upon the 
Interstate System and to point out the advantages of its early comple- 
tion to adequate standards. We are in general agreement with the 
principles and objectives of the highway legislation now under con 
sideration by this committee. 

This, then, brings us to the problem of financing this greatly ex- 
panded Federal-aid highway program. It is our view that the adop- 
tion of a pay-as-you-go plan is more desirable than credit financing. 
We realize that a pay-as-you-go policy will require the imposition of 
some additional taxes. And we have no objection to that action so 
long as these tax increases are reasonable and are apportioned equitably 
among the several beneficiaries. 

We believe an undue proportion should not be saddled on automo- 
bile owners merely because we have not urged our members to protest 
to you against the unfairness of any increase in their tax burden. 

It should not be necessary to point out that everyone will benefit 
from the proposed highway improvement program. The national 
defense and the national economy justify contributions from general 
tax sources. The fact that no exemptions are provided for in the 
proposed increase in Federal gasoline tax would indicate that you 
are aware of this fact, and we certainly urge that no exemptions 
be granted. We ask the question, “Why shouldn’t everyone make a 
contribution to the Nation’s defense and its general welfare?” 

There are, of course, special beneficiaries of highw ay improvements 
such as the people we represent, the Nation’s motorcar owners. Their 
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tax contribution in dollars will be the greatest of all. But other 
beneficiaries too should be required to pay in reasonable proportion 
to the benefits derived. It should not be necessary to remind you that 
the private passenger-car owner is already carrying a very heavy 
tax burden. The requirement of matching in the States will undoubt- 
edly further increase this burden. How much more taxation can 
be imposed upon automobiles without dqjng serious injury to our 
national economy is open to speculation. No one knows the precise 
answer to that question. In any event, the passenger-car owner 
shoyld not be asked or compelled to carry any tax burdens which 
rightly belong to others. 

It must be assumed that your original proposal for taxing diesel 
fuel, heavy truck tires, tubes, and camelback were intended to achieve 
some measure of equity in apportioning the tax levies among the sev- 
eral beneficiaries of this road-improvement program. 

Under such circumstances it would seem reasonable to ask recon- 
sideration of the action taken in relieving commercial vehicles from 
what is believed to be their equitable share of the new tax burden. 
To the extent that such restoration increases the total revenue be- 
yond the requirements of the program, we ask that there be a corre- 
sponding reduction in the proposed increase in the Federal gasoline 
tax. 

Mr. Jones. How many members are there in the American Auto- 
mobile Association ? 

Mr. Sorpont. About 4,750,000 at this time, and rapidly growing. 

Mr. Jones. 450,000? 

Mr. Sorpont. 4,750,000. 

Mr. Jones. How is the management of the organization made up? 

Mr. Sorvont. Well, there are quite a number of members of the 
board of directors. 

Then there is an executive committee who represents the board 
when the board is not in session. There are nine members of that 
committee. 

Mr. Jones. And as president of the American Automobile Associa- 
tion, were you authorized by the board of directors to take the position 
which you have announced to this committee ? 

Mr. Sorpont. No. We were authorized by the board of directors to 
oppose this tax but the executive committee under our bylaws have 
the right on reconsideration to reject the action of the board and they 
are perfectly within their rights to do so, and that is what we have 
done. 

Yesterday and today we called a special meeting to consider this 
thing. 

Mr. Jones. And as far as the bylaws of the organization are con- 
cerned, they have been complied with in giving a consensus of opinion 
of the 4,750,000 members of the organization ? 

Mr. Sorpont. Yes; sir; we have that authority under the bylaws. 

Mr. Jones. You are opposed to the 1-cent gasoline tax, as I under- 
stand it? 

Mr. Sorpont. No, sir, not as long as it is distributed equally between 
ail phases on taxing, the folks who are taxed. 

Mr. Jones. Are you expressing a doubt that it would not be equally 
apportioned ? 
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Mr. Sorpont. Well, sir, your former tax on trucks and tires and so 
forth called for almost $4 billion additional and the present bill as 
[ understand it has eliminated that. 

Mr. Jones. Hasn’t the American Automobile Association histori- 
cally opposed the increase in gasoline tax ? 

Mr. Sorponr. Yes, sir; because they think like the gentleman here 
awhile ago that it should be left to the States, but personally I feel 
that that is an entirely different situation today because the Federal 
Government today 

Mr. Jones. We are having some disagreement with your own group. 
The gentleman to your left is shaking his head and you are saying 
yes. Which is right? We might have to have a caucus on this 
matter ? 

Mr. Sorpont. No, we don’t need a caucus. Formerly the Federal 
Government imposed a 2-cent tax. 

Mr. Jones. Did the American Automobile Association oppose that 
additional tax ? 

Mr. Sorpont. Yes, sir. 

Mr. Jones. And as far as you know, this is the first time the Ameri- 
can Automobile Association has ever appeared before a legislative 
committee advocating the increase in gasoline tax? 

Mr. Sorvont. That is the best of my knowledge and experience, yes, 
sir; because if I may be permitted to say this, you are doing a more in- 
telligent job than you formerly did. I mean Congress as a whole in 
making more roads available. I think you are doing a very, very ex- 
cellent job. 


Mr. Jongs. On behalf of the committee I thank you for that state- 
ment. 

Do you think it is equitable that we should spend approximately 
two-thirds of all the taxable income which will total approximately 
$24 billion to be expended, 75 percent of that on 40,000 miles of roads? 

Mr. Sorpvont. We feel that that is so; yes, sir. We feel, sir, if I 
may be permitted to say it, that money spent on highways is one of the 
most self-liquidating things that can be done. 

Mr. Jones. I did not ask you that question. 

Mr. Sorpvont. I volunteered the reply, if you will pardon me. 

Mr. Jones. The disproportionate amount of money that will go in 
the Interstate System, you have no qualms with respect to that? 

Mr. Sorpvont. I am not familiar with that. 

Mr. Jones. We have 40,000 miles of interstate roads and we will 
spend two-thirds of the income for a 15-year period on that. Do you 
think that is an equitable distribution of the income? 

Mr. Sorvont. If you will have no objection, I will let Genera] Mur- 
row answer that. 

Gen. Lacey Murrow. I believe under the position of the American 
Automobile Association that the expenditures that are proposed on 
the Interstate System are appropriate. 

Mr. Jones. Do you have any apprehension that we will not make a 
universal appropriation to i atliantien of roads by the limitations 
and restrictions you place in this matter? 

General Murrow. Provision is made for the orderly expansion in 
the other systems as well as the Interstate System in this bill. 

Mr. Jones. Do you think there will be sufficient to carry out a uni- 
versal approach to the road problem ? 
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General Murrow. We believe it represents an orderly program. 

Mr. Jonrs. Do you think it is sufficient to accomplish the purpose 
of the bill, on the secondary and the primary and the urban roads? 

General Mcurrow. The proposal to spend an additional $25 billion 
on the other three systems you have here would seem to be an orderly 
increase. 

Mr. Jonrs. Do you have any position with respect to your organiza- 
tion that will oppose the tax on gasoline that will insure the States the 
ability to match the funds made available under the other categories 
of roads? 

General Murrow. None that I know of. 

Mr. Jones. What has been the position of the various State organi- 
zations of the American Automobile Association with respect to the 
increase in gasoline tax. 

Mr. Sorpont. Invariably they have been in favor of it. I have been 
president of the Pennsylvania Motor Federation. I operate about 
1,000 cars and trucks in my own business and I have always been 
enthusiastically for increased gasoline tax as long as the money was 
restricted to the use of roads, but where it is diverted like it is in some 
States where they use it for old-age pensions, then we are unalterabl) 
opposed to it, but if it is used for roads, it is the most intelligent tax 
that can be assessed. 

Mr. Jones. You would have no objection if we would write a pro- 
vision of linkage of all the gasoline and excise taxes with an income of 
$2.500 million. 

Mr. Sorponr. | am not too familiar with the question of linkage. 
What I am interested in is that the taxes raised for roads and highways 
and perhaps bridges be used for that purpose and the amount is really 
immaterial as long as it is high enough. 

Mr. Jones. That is all. 

Mr. Burnsipp. When the Federal Government pays 90-10 into the 
Interstate System then there will be additional sums that the State will 
have available to transfer over to the other primary, secondary, and 
urban roads along with the $25 billion additional. 

Mr. Sorpont. That is my understanding. 

Mr. Burnsipg. And you are satisfied w ith that arr angement 4 

Mr. Sorpont. As long as the money that is raised is used for road 
purposes, we have no objection to it, but when it is used for other 
purposes besides that for which it has been assessed, that is what we 
speak to. 

Mr. Burnstpr. Thank you. 

Mr. Gentry. I wanted to say that Gen. Lacey Murrow was the 
director of highways for the State of Washington and that he was a 
famous man in that field long before his brother ‘Ed Murrow, and if you 
want to get some real information about this whole problem in any of 
its details, we have a witness who is eminently qualified. 

Mr. Sorpont. I consider that a real compliment for Lacey Murrow 
and for me as president of the association because I was authorized to 
hire the best brains possible in this field, and I think I did. 

Mr. DonnEro. While you are here, if you have done nothing else as 
an organization, the American Automobile Association has the best 
hotels and motels extending all over this country. 
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Mr. Avcuincioss. I want to confirm the statement about Lacey 
Murrow who built the concrete floating bridge in the State of Wash- 
ington and is one of the great authorities on highway management. 

Mr. Sordoni, you say in the last paragraph of your statement that it 
would seem reasonable to ask reconsideration of the action taken in 
relieving commercial vehicles from what is believed to be their equita- 
ble share of the new tax burden. 

Now the action that the subcommittee took on the Fallon bill was 
that we proposed to reduce the tax on commercial tires from 50 to 15 
cents a pound. We reduced the tax on camelback from 20 cents a 
pound to 714 cents a pound. We reduced the tax on tubes from 50 
cents to 15 cents a pound. 

Do you favor the restoration of the 50-cent-a-pound tax on truck 
tires and the other categories also ? 

Mr. Sorpont. This is the situation that we feel that you should 
reconsider those former taxes and possibly put it back on. 

I am talking against my own best interests because I own and 
operate about 1,000 pieces of equipment, but I have never felt that 
the question of the price of a tire to be used on a good road versus 
a poor road should have any influence on the price as long as the money 
went into a better road. 

Mr. Avucutnctoss. Wouldn’t the same principle apply to the use 
of gasoline? 

Mr. Sorpont. And that is why I have always advocated increased 
gasoline taxes if it was restricted to the expenditure on the roads, and 
we have such a constitutional amendment in Pennsylvania and I know 
some States where they use it for old-age pensions. 

Mr. Farton. In the last paragraph of your statement, you suggest 
that we put the taxes back to the original amount. I would not be 
in favor of that, because the original bill was drafted only as a basis 
from which this committee could work in drawing a revenue section 
of the bill. 

Mr. Sorpont. I put 12 years in the Senate of Pennsylvania and I 
know what it is. It is very popular to vote for every appropriation 
and vote against every tax. 

I can appreciate and sympathize with you. All we ask is that you 
reconsider the action taken in relieving commercial vehicles, and I 
have got hundreds of them. 

Mr. Fation. This committee after its hearings which we are giving 
consideration to here, I can guarantee you that lots more considera- 
tion will be given before any action is taken. 

Mr. Scupper. I believe you are representing the largest group that 
has appeared before us and I have a great respect for your philosophy 
in highway construction. 

If we favor a 1-cent increase in the gasoline tax, what do you believe 
should be the increase in diesel tax ? 

Mr. Sorvont. Well, sir, having many engines, some of them made 
by Cummins which are good, the increase of diesel fuel against gaso- 
line, I would say would be about six time to equal the same expense 
as operating a gasoline engine. 

Mr. Scupper. Isn’t there a differential in the cost of a diesel engine 
as compared with a gasoline engine ? 

Mr. Sorpont. Very, very substantial difference in cost. For in- 
stance, a 60-caterpillar tractor used to take 20 gallons of gasoline which 
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costs 20 cents a gallon. A new D-7 would take about $2 worth of 
fuel to do twice as much work as the 60 caterpillar. Those are figures 
from my IBM system in my own company. 

Mr. Scupper. What would you think of our pnepeen on this tax 


on tires, on the retreads on tires? What would be your thinking 
along that line? How much should we tax the retreads ? 

Mr. Sorpont. If the money is being used for highway purposes and 
if they can get an additional 100,000 miles, they ball not squawk 
a bit. You should be glad to accept it. 

Mr. Fauxon. Mr. Scherer ? 

Mr. Scuerer. I have no questions. 

Mr. Faution. Mr. Alger? 

Mr. Avcer. You rather shocked me because you are one of the few 
who ever appeared who was not just opposed to the tax that affected 
him. I assumed this would not affect you except in the way it affects 
indirectly all of us, but you own 1,000 pieces of heavy equipment. 

Mr. Sorpont. That is light and heavy. 

Mr. Auger. What do you consider a fair and equitable tax is, and 
I appreciate your unselfishness because we see so little of it before us 
in these hearings. 

Mr. Sorpont. May I answer that, Mr. Chairman ? 

We use an IBM cost accounting system and we keep track of every 
single solitary car and truck and each tire on each one, and we know 
our costs. And I can tell you that the tax on a tire or the tax on a 
gallon of gasoline does not mean a thing, just as the gentleman asked 
a little while ago about this 15 and 25 cents. I know what it is to 
travel back in the muddy days where it took 8 hours to go 40 miles 
and now you can travel that 40 miles in almost 35 minutes in some 
cases on some of the roads. The difference is absurd. It is ridiculous. 

These people who are coming here representing their selfish objec- 
tives should take into consideration that we are representing the indi- 
vidual automobiles owner that everybody is kicking around too much, 
but you fellows are doing a good job and we appreciate it and we will 
help you wherever we can. 

Mr. Acer. So far as I am concerned, I have to say that you have 
a confidence in us that I possibly do not share. I am not agreeing 
with your facts so much as Iam with your opinion. It is doing every- 
body a little bit of good realizing that one in their midst is doing 
something and I appreciate your views. 

Mr. Scuwence.. As a former member of the Iowa Legislature I 
have had the privilege of working with your equal in the Lowa Legis- 
lature and I can tell you honestly and sincerely you are helping out 
the road business. 

Mr. Scuerer. Can you tell me on what basis you want a reconsid- 
eration and on which to justify your testimony on reconsideration 
of this tax on the tires? If you have that in writing, I would like 
to put it in the record, how you justify this increase of a tax on tires 
and diesel fuel ? 

Mr. Sorpont. From experience. There is nothing as important to 
a man in business as experience and operating a number of cars and 
trucks that I do and using the IBM cost accounting system, we know 
what every car and every tire costs and we know automatically from 
the system. 
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We will be glad to send you some information on it. 

Mr. Scuerer. It is a good testimonial for the IBM. 

Mr. Sorpont. A thing is either right or wrong, and they are right. 

Mr. Fauion. Mr. Becker? 

Mr. Brecker. I appreciate your testimony on behalf of the Ameri- 
can Automobile Association. However, I would like to say to you I 


have received quite a number of letters and complaints from inde- 
— automobile owners in my district opposed to the 1-cent tax. 

do not know whether they have been polled or not, but taking a cross- 
section of my mail I have not found anybody who wants that 1-cent 
tax. 

Mr. Sorpont. I have never seen anyone who welcomes taxes. 

Mr. Becker. I appreciate that, and I know that very rarely did the 
New York State Automobile Association approve any increase in 
taxes in the State of New York. 

Mr. Sorponi. But when a tax is as self-liquidating as this tax is 
where you can get so much more comfortable miles instead of the rock 
banging around which you did on the dirt roads and the poor roads 
and the roads built with improper materials, this tax does not mean a 
thing. It is like a man doing a job with a new pick and shovel com- 
pared with a man doing the job with a worn-out pick and shovel. 

Mr. Scupper. Did the California State Automobile Association ex- 
press its favor of this 1-cent increase ? 

Mr. Sorpont. They had a representative here today, the chairman 
of the California Association helped draw them up. He was a mem- 
ber of the club operators’ committee, Mr. Ed Moore. 

Mr. Fation. Thank you very much, Mr. Sordoni. We are pleased 
to have had you and your associates. 

We have a representative of the International Brotherhood of 
Teamsters here. He does not seem to be present at the moment. 

Next, we will hear from a representative of the American Transit 
Association. Will you come up please, sir, and identify yourself and 
the gentleman with you. 


STATEMENT OF GEORGE W. ANDERSON, EXECUTIVE VICE PRESI- 
DENT, AMERICAN TRANSIT ASSOCIATION, ACCOMPANIED BY 
R. E. DESVERNINE AND STEPHEN F. DUNN, COUNSEL 


Mr. Anperson. My name is George W. Anderson, executive vice 
president of the American Transit Association, 292 Madison Avenue, 
New York 17, N. Y. 

I regret I have not been able to prepare a statement to be contributed 
but I will try to be brief in making some of the pertinent points. 

Mr. Fauton. Do you expect the gentlemen with you to testify ? 

Mr. Anpverson. I do not believe so. On my right is Mr. R. E. 
Desvernine, and on my left is Mr. Stephen Dunn, counsel. 

Mr, Fatiron. You may proceed. 

Mr. Anpverson. The American Transit Association is a voluntary 
trade association whose 300 operating members transport about 80 
percent of the 10 billion road passengers. 

The gentleman who just preceded me was supposed to represent 
a lot of people. I do not represent a lot of those people, but there 
are something like 90 million people a year that ride transit vehicles 
in one place or another at one time or another. 
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These companies operate buses, trolley cars, streetcars, rapid-transit 
cars, or various combinations thereof in cities and towns of various 
sizes throughout the United States, including the major cities. 

The surface operations of most of these companies are confined 
to city streets. And those city streets are generally not part of the 
Federal-aid highway system or the so-called National System of 
Interstate and Defense Highways. 

About 35 of the approximately 1,400 transit companies operating 
in the United States are publicly owned and operated, and we have 
them serving some of our major cities, such as New York, Chicago, 
Detroit, Cleveland, Boston, San Francisco, and Seattle. 

These publicly owned systems which are operated by some political 
subdivision of the State are specifically exempted from the payment 
of any of the excise taxes which are included in the bill under dis- 
cussion. 

I might also point out that transit operations are strictly regulated 
both as to rates of fare and service, either by State commissions or 
by a municipal authority of some sort. 

Now I would like to discuss briefly the financial condition of the 
industry. Since 1940, despite a 24-percent increase in urban popula- 
tion throughout the country, transit riding has declined about 6 per- 
cent and the riding per capita has decreased about 24 percent in that 
period of time. 

I am omitting the war when we had a total of 23 billion transit 
riders, a purely artificial condition. Transit riding was greatly stimu- 
lated due to rationing and a shortage of vehicles. 

We have had about a 24-percent decrease in riding on a per capita 
basis. 

Our problem mainly stems from the competition of automobiles. 
About two-thirds of the automobiles, as I understand it, are owned 
by people living in urban areas, and the urban streets and highways 
comprise somewhat less than 8 percent of our total roads, so we have 
the problem of a great many, approximately two-thirds, of our vehicles 
being operated on a very small percentage of our highways. 

This creates traffic congestion. It has meant that transit vehicles 
have been slowed down and our riding has suffered and we are striv- 
ing earnestly to overcome that problem. 

What has happened in many of the cities is that we have had a 
greater number of vehicles entering the downtown areas and fewer 
people, and it is people and not vehicles that make downtown areas 
prosperous. 

We are encouraged to find that planners, city officials, retailers, 
real-estate people and many other groups are becoming increasingly 
aware that our problem in the congested area is trying to move people 
and not. vehicles. 

I am not saying that because the automobile is our competitor that 
the automobile should be eliminated or barred from the downtown 
area. It would be ridiculous for me to say so. We do feel that a 
balance between the use of the automobile and the public vehicle in 
the downtown area should be restored. 

These several groups I referred to are becoming increasingly aware 
of the important part that transit must play in relieving congestion 
in the downtown area. 
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I might point out that unlike some of the other forms of trans- 
portation the automobile is practically our only competitor. We do 
not compete with the railroads. We do not compete with the air- 
lines, the intercity buses. 

In fact, with very few exceptions, the transit companies do not 
even compete with each other. Generally speaking, a metropolitan 
area is served by one system. 

What has happened to the industry, financialwise since 1940? 

Although its revenues have been practically doubled, operating ex- 
penses including depreciation have increased about 239 percent. 

Taxes have increased 148 percent and as a result operating income 
has decreased almost 50 percent. 

Last year the industry as a whole earned something like 1 percent 
on its investment. That is an industry average. Some companies 
are doing better than others, naturally. 

Many small transit companies have been forced out of business. 

I think you were told yesterday the story about the intercity bus 
companies. The same thing has been true of transit. In fact, the 
situation has become so critical that commissions have been appointed 
to study the bus operations in the States of Massachusetts, New York, 
and Wisconsin, and I will briefly mention some of the results of those 
studies a little bit later. 

I think it is interesting to note that quite recently six associations 
of different municipal officials have formed a national committee on 
urban transportation and they are studying all phases of urban trans- 
portation with a lot of emphasis being given not only to trucks and 
buses but to the transit vehicles. 

Our problem, our financial problem, is that it has become increas- 
ingly difficult to pass on higher costs to our riders as we must ultimately 
do. 

I think many of the members of this committee are familiar with 
some fairly small transit operations where the fares reached 15 cents 
and in some cases 20 cents and when you try to pile additional costs 
on that, you have the inevitable result of losing riders and you get into 
a rather vicious circle. 

I mentioned a moment ago by and large it is purely coincidental 
when a transit operation involves one of these Federal-air highways. 

I happen to know that in St. Louis, for example, the company that 
serves the general metropolitan area of St. Louis has made a study, 
and 2 percent of their operations involve these Federal-aid highways 
and I think that is fairly typical. It would vary somewhat, but I 
think that is fairly typical of the situation that prevails. 

So that if we are required to continue to pay these taxes in increas- 
ing amounts, what you are asking is that the transit rider—and 
remember that the transit rider is basically a member of the low- 
income group—that he subsidize some of these other highway users. 

In most instances you will find that private transit operations pay 
all of the local taxes that other businesses pay. In a great many 
instances in addition they pay a gross receipts tax. 

I am very happy to see that there is a considerable movement today 
to relieve companies of many of those taxes, but what I am trying to 
point out here is that the streets over which we operate in the main 
are paid for locally and we contribute our share to those payments 
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and we do not feel that we should be required to pay Federal taxes 
for highways which we do not use. 

Mr. Fatton. Are you suggesting that you be exempt from the pay- 
ment of these additional taxes that will go mostly to the Interstate 
System ? 

‘Mr. Anperson. That is briefly the point that I was about to reach, 
Mr. Chairman. I was going to ask respectfully that urban operations 
be exempt or on the basis of a certification by the operator that the 
fuel, vehicles or tires that are subject to the tax will be used exclusivel 
for transit operations and therefore not subject to the tax, by provid- 
ing for the filing of claims for refunds. 

Mr. Fation. That would be burdensome, wouldn’t it ? 

Mr. Anverson. I beg your pardon. 

Mr. Fation. That would be burdensome, having to file for re- 
claims. You have that capital investment to reclaim each year, 
wouldn’t you ? 

Mr. Anperson. That is right. There are three recent examples of 
statewide relief of the taxes we are now discussing. 

Mr. Fauion. I believe that was brought to the attention of the com- 
mittee yesterday. 

Mr. Anperson. May I touch on it briefly ¢ 

Mr. Fauion. Yes. 

Mr. Anperson. Unfortunately I was not able to get down in time 
yesterday. 

In Michigan in the year 1952 urban transit companies were re- 
lieved of some increased fuel taxes and in that particular instance 
I believe the relief follows the filing of a claim for a refund. It is 
purely a mathematical or an administrative procedure. 

We have no desire to complicate or to add to the cost of that. 

Quite recently in the State of Texas the legislature passed a similar 
measure for relieving urban transit companies under certain condi- 
tions of the payment of increased fuel taxes. 

Mr. Donvrro. Is your equipment busses or streetcras or both? 

Mr. Anperson. Generally speaking, in the smaller medium-sized 
cities they are almost entirely busses. 

In some of the larger cities they operate trolley coaches which are 
electrically propelled but they use tires, and in a few cases they are 
still operating streetcars and in some of the larger cities we have rapid- 
transit systems which are not surface operations. 

That would not be affected by this particular proposal. 

For example, in the State of Wisconsin after a study by a 5-man 
commission appointed by Governor Kohler, the senate, by a vote of 
32 to zero, and the house, by a vote of 80 to 9, relieved transit com- 
panies from the payment of 4-percent gasoline tax and payment of 
weight taxes which varied according to the size of the vehicle, and 
substituted in leu thereof $1 a year license. 

As a part of the same package an income tax which I believe re- 
lieved from 2 to 6 percent depending on the earnings was abolished 
and it eee that after the urban transit company had earned 
in excess of 8 percent on its depreciated investment it must pay any- 
thing in excess of that amount equally so that the tax becomes 50 
percent after earning 8 percent depreciated investment. 
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I believe the State of Virginia now recently voted unanimously on 
a proposal in both the committees of the legislature which eliminated 
a 2.1 percent gross-receipts tax which is applicable to transit. 

I believe that takes effect next January. It is not in effect at this 
moment. 

I think it is almost common knowledge that the District Commis- 
sion in the District of Columbia has passed a resolution that the 2 
percent gross-receipts tax be eliminated here. 

Mr. Faxon. You are getting on dangerous ground. 

Mr. Anperson. I believe Iam. In Chicago recently, or in Illinois 
recently the legislature relieved the Chicago Transit Authority of the 
payment of the State fuel taxes and saved that system some $1,500,000 
which proved very handy in averting a threatened strike at that time. 

I could go on and recite a lot of other proposals. I have a booklet 
here which contains the current information concerning tax relief and 
if anyone is interested I can supply copies of it. 

Now as to what is involved in terms of dollars I fully appreciate 
the problem of this committee that if any relief is granted it 1s always 
necessary to find where you are going to get the money that might be 
involved. 

Mr. Jones. This is the first time we found out that we had to pay the 
bill. 

Mr. Anverson. I do not quite follow you. 

Mr. Jones. We are talking about a revenue measure and this is the 
first time to my knowledge that a Public Works Committee had thrust 
upon it the responsibility of raising taxes. That is usually a matter 
for the Wage and Means Committee. i 

Mr. Anperson. This is purely a guesstimate. Of the 2,000 transit 
vehicles which were recently purchased, this proposed increase in 
excise on new vehicles would cost about $800,000, a comparatively 
small amount in terms of the total revenue that this bill is expected 
to provide. 

On the basis of fuels the 1-cent gasoline tax, we estimate would cost 
about $3,333,000. 

The diesel increase of 4 cents would cost about $5 million and there 
would be a small amount involved with liquid petroleum gas which 
several of our people use. That would be in the neighborhood of 
$200,000. ; 

Now I am not prepared to give an estimate as to what the increased 
taxes on tires would involve. 

I would like to point out briefly that the larger companies in the 
transit industry, without exception so far as I know, lease tires. They 
do not buy tires. 

The mileages which they are able to get on those tires before re- 
treading them will vary considerably. They range from 50,000 to 
100,000 miles depending on a lot of local factors. 

Each of those deals is covered by a contract which contains an esca- 
Jator clause so that when either the raw materials that go into the 
manufacture of the tires, the taxes on those are applied to them, there 
is immediately an adjustment in the retail price. 

So I am unable to give you an accurate estimate as to what the tax 
on tires would involve. It would be a comparatively modest amount, 
however. 
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I think that pretty well covers what I would like to say, Mr. Chair- 
man. 

Mr. Buiarnix. You said this is merely an administrative matter to 
provide for refunds under a Federal law where no refund is now 
provided for. 

Mr. Anpverson. I was trying to point out that in the several instances 
where special relief has been granted by the State in some cases it is 
the one way and in some cases it is done another way. 

Mr. Biarnix. How many States grant such relief? 

Mr. Anprrson. There are three recent ones. I think that pretty 
well covered the situation so far as exemption from gasoline tax is 
concerned. 

There has been a lot of other relief in the form of relief from 
local franchise taxes and things of that sort. 

I mentioned that in Virginia where they have the gross receipt taxes. 

Mr. Buarnix. We are being faced with that situation in the State 
of Minnesota and I must admit you have a case here and there is a 
responsibility where there is a service being provided for the con- 
venience of the public, and it would not make much sense to try to 
levy a tax on a service or system that is in very dire financial straits 
today and it seems to be a problem of national scope. 

Mr. Anperson. Thank you. 

Mr. Jones. Dr. Burnside? 

Mr. Steed ? 

Mr. Streep. No question. 

Mr. Jones. Mr. Willis? 

Mr. Wiiu1s. No questions. 

Mr. Jones. Mr. Thompson ? 

Mr. THompson. No questions. 

Mr. Jones. Mr. Dondero? 

Mr. Donprro. No questions. 

Mr. Jones. Mr. Baldwin ? 

Mr. Batpwin. The witness before you made some statements as to 
the impact of diesel taxes against gasoline taxes. Would you care 
to make a comment with respect to that ? 

Mr. Anperson. Relative impact on the transit people? 

Mr. Batpwin. Yes. 

Mr. Anperson. There is a very rapid trend toward the use of diesel 
buses. There is still a considerable number of gasoline vehicles in 
operation, but I would certainly say on the larger properties a very, 
very large percentage of the new vehicles are diesel-equipped so it 
would have an increasing impact. 

There are some differences obviously and one of the reasons for the 
greater use of diesels is that there are some economies inherent in the 
diesel. 

Diesel fuel has more British thermol units and if you have an ef- 
ficient motor you can get more mileage than with the use of gasoline. 

Some of our people use liquid petroleum gas. That has still fewer 
British thermol units and in order to be able to use that you have to 
have quite a wide price differential. 
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Mr. Batpwin. We are considering a proposal which would raise the 
diesel tax from 2 to 6 cents and raise the gasoline tax from 2 to 3 
cents. 

In terms of your experience raising the diesel tax to 6 cents, would 
that result in an increase in terms of mile: age that is greater than the 
gasoline increase, and, if so, how much ? 

Mr. Anperson. It is a little difficult to answer that question. I 
happen to have some figures here showing the miles per gallon ob- 
tained by a number of transit companies, both gasoline and diesel, 
and for example here is New York City Transit System. They report 
2.8 miles per gallon on gasoline and 3.5 on diesel. They happen to be 
exempt. I am just mentioning those figures for the purpose of illus- 
trating the point. 

In some cases the efficiency of the diesel in terms of greater miles 
per gallon is almost twice that of gasoline. In other cases it does not 
run quite that large. 

The differences are accounted for by the difference in maintenance 
and the differences in topography, in the number of miles per gallon 
you can achieve. 

I would say, answering your question more directly, if you were 
going to subject diesel fuel to a tax twice that of gasoline it would 
be going quite a bit too far because I do not think» your efficiency is 
twice as much. At least that has been the experience of transit opera- 
tions and we do a lot of stopping and starting and what a truck can 
do over the highway running without stops is quite different from 
making a stop every block or two. 

Mr. Busu. I certainly appreciate having this opportunity to listen 
to your testimony. I want to say to the members that Mr. Anderson 
is representing a very sick industry. I happen to have been in for 35 
vears and just recently got out of it and they have a condition which 
does merit great consideration. 

I do not know what the answer to it is because they are losing 
riders and the traffic won’t level off and there is a serious situation 
that the transit company faces and finds itself in today. I join Mr. 
Anderson in his statement. 

Mr. Jones. Mr. Willis, do you have any questions ? 

Mr. Wuut1s. No. 

Mr. Jones. Thank you very much, Mr. Anderson. 

Mr. Anperson. Thank you. 

Mr. Aucuincioss. Mr. Chairman, among the witnesses who have 
requested time to be heard was Mr. David Beck, general president of 
the International Brotierhood of Teamsters, Chauffeurs, Warehouse- 
men, and Helpers of America. 

He was a member of the teamsters himself and he says there was 
a good plan and a workable one which has been opposed because of its 
method of financing. 

Mr. Beck represents the teamsters and chauffeurs and he goes on to 
discuss in the interest of his union and its members various “phi ses of 
the tax practice. I ask that this statement by Mr. Beck be made a part 
of the record. 

Mr. Jones. Is there any objection ? 

Hearing no objection, it will be made a part of the record at this 
point. 
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(Statement of Mr. David Beck, general president, International 
Brotherhood of Teamsters, Chauffeurs, Warehousemen, and Helpers 
of America is as follows:) 


STATEMENT BY DAvE Beck, GENERAL PRESIDENT, INTERNATIONAL BROTHERHOOD 
oF TEAMSTERS, CHAUFFEURS, WAREHOUSEMEN, AND HELPERS OF AMERICA 


The International Brotherhood of Teamsters has an historic interest in the 
development of the Nation’s highway program. 

Because of that interest, I agreed to serve on the Clay Committee which 
brought in a report earlier this year outlining a program for roadbuilding which 
would have given this Nation adequate and modern highways. It was a good 
plan and a workable one, but it has been opposed because of its methods of 
financing. 

This committee is now considering a plan to finance a national highway pro- 
gram. The Brotherhood of Teamsters opposes the revenue plan because it is 
discriminatory; because it will injure permanently a key American industry, 
which employs 1 out of every 7 Americans. 

The tax bill which you are considering discriminates in two ways: first, 
within the trucking industry itself; and second, as between trucks and other 
highway users. 

The revenue bill before you proposes three areas of taxation. I discuss each 
in turn. 


1. An inerease in gasoline and diesel oil tar 


The plan proposes an increase on diesel oil above and beyond the increase 
suggested for gasoline. There is neither equity nor justice in this kind of dis- 
criminatory tax. Increased motor vehicumlar fuel taxes may be necessary to 
finance a highway program but we see no revenue purpose in the establishment 
of a punitive tax on the heavy-duty truck. Its only purpose can be that of 
eliminating the truck that competes with the railroad. 


2. Increased taxation on tires and tubes whose size exceeds 8.5 by 18 


Confining this tire tax increase only to large trucks is unjust, unfair. I 
call to your attention that the tax now in effect is based upon the weight of the 
tire. All trucks pay greater tax per vehicle, because of greater tire weight 
and greater number of tires per truck. To impose an additional burden dis- 
criminatory against the trucking industry at this time merely serves to in- 
crease unnecessarily transportation costs. And this at a time when the con- 
sumer is looking for lower transportation and distribution costs. 

It is also suggested that a tax be put on old tire carcasses when they are 
retreaded. This is a form of double taxation. Its revenue cannot outweight 
the principle of discrimination which it embodies. 


8. Excise tax on trucks be increased to equal the excise tax on automobiles 


The teamsters agree to this and in so doing point to the consistency of our 
position. We ask for no discrimination in either direction in your tax proposals. 

This committee is now considering a tax bill of gigantic proportions. The 
plan intends to raise $12 billion. Twelve hours of hearings have been as- 
signed—roughly the equivalent of $1 billion per hour. There is haste here, that 
may yield waste. 

The waste we speak of is the waste that will occur in the injury of a great 
American industry. Your passage of this revenue bill may for all time hobble 
the opportunity of the trucking industry to compete. 

Fairness and equality of treatment is all we-ask. To discriminate against 
the American trucking industry is to do injury to the entire American economy. 
Next to agriculture, the trucking industry is America’s largest industry. 

Highways are needed and highways must be paid for. It is economic folly 
for this great Nation to continue to bear the cost of inadequate roads in time, 
money, deaths, and accidents. But it is also economic folly to permanently 
cripple a key American industry. 


Mr. Jones. I understand the American Association of State High- 
way Officials would like to submit a statement for the record. 

Mr. Merritz. Yes, sir. 

Mr. Jones. Do you have your statement? 





NATIONAL HIGHWAY PROGRAM 1291 


STATEMENT OF FRANK D. MERRILL, REPRESENTING AMERICAN 
ASSOCIATION OF STATE HIGHWAY OFFICIALS 


Mr. Merritt, My name is Frank D. Merrill, first vice president of 
the American Association of Highway Officials. We have filed our 
statement already. 

We have testified sufficiently on the implications of the Gore bill 
and of the proposal implementing the Clay plan before this com- 
mittee. 

At this stage we would like to record our position on the Fallon 
bill. We feel that the Fallon bill gives an excellent construction pro- 
gram, so that your committee now has two excellent construction pro- 
grams suggested to it, one on a pay-as-you-go basis and one on a pay- 
as-you-ride basis. 

The policy of our organization on how this should be paid for is 
a question to be left up to Congress. 

We would like to say, however, sir, that the cost of that program 
is large in total dollars, but when applied to the individual vehicle of 
pepenceny 60 million vehicles in the United States on an individual 

asis the cost is little and the savings are so great that it is our opinion 
that the people of America who use the highways will be very grateful 
to this committee for whatever solution they come up with. 

Our association pledges its full support for the most efficient solu- 
tion to the problem. 

Mr. Donvero. You say either bill, the Fallon bill or the Clay bill? 

Mr. Merrity. That is right, either one that conforms to the recom- 


mended procedures of our association. 

Mr. Jones. Are there any other questions ? 

We thank you for your remarks. Your remarks will be made a 
part of the record at this point. 

(Statement of Frank D. Merrill, representing American Associa- 
tion of State Highway Officials, is as follows :) 


STATEMENT OF FRANK D. MERRILL 


My name is Frank D. Merrill, and I am the State highway commissioner of 
New Hampshire, and am appearing here today in the capacity of first vice presi- 
dent of the American Association of State Highway Officials. I have been asked 
to represent the association by our president, Mr. George T. McCoy, State high- 
way engineer of California. President McCoy would have liked to have appeared 
personally, but because of the travel distance, the time element, and the fact that 
he had to be back East only last week precluded his testifying before you today. 

Our association is composed of the agencies most interested in your action 
and deliberations and, like yourselves, those not interested for any personal gain 
but only in rendering a public service. I refer to the State highway departments, 
who will be the Federal Government’s partners in constructing the enlarged 
Federal-aid highway program. Upon our shoulders will rest the success or 
failure of the great highway program that we so sincerely hope the Congress 
will authorize this session. We of the State highway departments have gathered 
the data that you have studied to become familiar with the enormity and the 
seriousness of the highway problem. We are in the best position of all to know 
the inadequacies of past highway programs and financing. We have seen the 
things occur that cause our roads to become obsolete and dangerous. I refer 
to the greatly increased traffic densities, traffic weights, and speeds. This, in 
addition to the increased cost of highway construction and operation, together 
with the highway moratorium of the World War II period, are largely responsible 
for our highway plight. Highway tax revenue rates have not been tied to 
increased costs. The tempo of highway service demands has outdistanced our 
available highway finances, our planning, and to some extent our highway think- 
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ing. We must accommodate highway service demands if we retain and improve 
our standard of living and have the basic transportation requirements of the 
national defense. We must think big—in terms of the future traffic needs and 
not of the past. 

We have never constructed an overdesigned highway to date. Business as 
usual as far as highways are concerned is passe. We must not waste nor 
squander any available highway moneys by building more than we need, but to 
set our sights too low and compromise on the size of the program needed would 
be squandering our funds in a most deplorable manner. 

After thinking of the billions of dollars a year the motorists are paying in 
time lost, damaged property, personal injuries, and excess operating costs, we 
must come to the logical and inescapable conclusion that it is costing our Nation 
far too much not to have adequate and safe highways. 

Dynamic and bold action is indicated, and you as members of the Public Works 
Committee have appraised the problem and have assumed leadership when it is 
most needed and have taken bold action. You have performed a public service. 
You are offering the State highway departments the opportunity that we have 
long sought. 

The highway program that you are proposing is a challenge to us, an answer 
to our plea, and, although we will have many serious problems confronting us 
with a greatly enlarged highway program, we welcome the challenge and pledge 
you our very best in building the works that you authorize. 

We know that it is not easy nor pleasant for you to propose increased taxes 
that are required to pay for improved highways. Highways to accommodate 
modern demands cost money—lots of money. But the user of modern, convenient, 
and safe roads will agree that your action is in the public interest and that he is 
realizing a net monetary gain from your action. 

It is logical that the beneficiaries and users pay for the construction and 
operation of the highway plant in proportion to the respective demands placed 
upon it and, since highway taxes are really tolls paid for using a facility, any 
raise in taxes should attempt to charge the user in proportion to his use of the 
highway and in proportion to the additional cost that might be required by his 
particular demands. 

We feel that whatever you decide in providing more money for highways, that 
you have listened to many hours of testimony and have studied many alternate 
and possible methods of financing to the degree that you are the best informed per- 
sons to be found, and that your financing recommendations are as equitable and 
in the public interest as taxing can be. 

By your action you have indicated that you are not shirking from your duty 
and, in our form of government, the determination of the amount of the program 
and the method of financing is your duty. 

In our official policy statement, adopted by the chief administrative officers of 
the State highway departments at a meeting held in Chicago on March 13, 1955, 
we called upon the Congress to authorize a greatly enlarged highway program to 
more nearly keep in pace with the traffic demands, the expanding economy of 
the country, and the national-defense needs. We called for emphasis on the 
construction of interstate 40,000-mile system. We recommended that it be 
financed 90 percent by the Federal Government to be administered by the Bureau 
of Public Roads, constructed by the States, and with the States being responsible 
for maintaining and policing it at State expense. 

By recommending priority treatment to the Interstate System, we are placing 
first things first, for a modern Interstate System will automatically eliminate 
our most serious traffic bottlenecks and provide the most for the national and 
civil defense. It is expensive to construct, but these interstate and defense high- 
ways are the most vital traffic arteries of the Nation and, because of the high 
traffic densities that they will carry, the service cost per unit vehicle will be 
lower than on most other roads, streets, or highways. 

We also expressed our desire for a continuing substantial and, if possible, an 
increasing amount of Federal aid to the other Federal-aid systems. 

Both the so-called Fallon bill and administration bill considered by your 
committee have complied with our policy statement as to furnishing the type 
and amount of construction program recommended. The Gore bill as passed 
by the Senate does not give the program recommended by the highway depart- 
ments in that it does not authorize a complete interstate program that is 
desired on the part of the contracting and allied industries, and the highway 
departments so that they will know what to plan and what to expect. The Gore 
bill also does not apportion the interstate funds in a manner that will insure 
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simultaneous construction in all of the States commensurate with the traffic 
demands and topography. 

In our policy statement and in previous testimony before your committee, 
we went on further to say that the Congress in its good judgment should be the 
one to determine the method of financing and, in effect, that whatever method 
of financing that might be decided by the Congress receives the full endorse- 
ment of our association. 

We wish to say here today for the record that we approve of your action 
as providing a construction program and for financing it. We wish to say 
that you have done a good job. Congratulations. We want a Highway Act of 
1955 this session, and we will appreciate anything you can do to insure this 
action. We do, however, strongly object to the labor and utility reimburse- 
ment features of the Fallon bill, and we believe that these features should be 
left to the States to handle. 

We are glad to have had the privilege of appearing here today and greatly 
appreciate the confidence you have placed in the highway departments and 
the Bureau of Public Roads in formulating your actions. 


Mr. Jones. We will now hear from Mr. Lloyd Halvorson, of the 
National Grange. 


STATEMENT OF LLOYD HALVORSON, REPRESENTING NATIONAL 
GRANGE 


Mr. Hatvorson. Mr. Chairman and members of the committee, the 
position of the National Grange is that the Interstate Highway Sys- 
tem should be completed in approximately 10 years and that it should 
be financed by the Federal Government. 

We also favor donating of Federal aid to the primary, secondary, 
and urban system. We are pleased that H. R. 7072 is a step in 


that direction. 

Our highways are so inadequate, so out of date, and so vital that 
we cannot postpone their construction. It is evident from the past 
and the present that the States have not constructed roads to keep 
pace with our technological progress, but aside from that, the Federal 
Government can and must, with propriety, assume its responsibility 
for a national system of roads and highways. 

Better roads are a national asset that will serve the present gen- 
eration and generations to come. 

For this reason the National Grange believes that bond financing 
of the expanded highway program through a Federal Highway Cor- 
poration, along with some current revenues is entirely justified. 

In fact, in the absence of an inflationary situation, deft financing 
may be preferable to a pay-as-you-go plan. 

Even though better highways are a national asset of durable value, 
putting the entire cost upon highway users over the next 10 to 12 
years means they must reckon the financial burden of this national 
asset as an out-of-pocket cost. This extraordinary and unnatural in- 
crease in their cost may distort the development of our national trans- 
portation system away from the true balance of inherent advantages. 

If, however, it is the judgment of this House and the Senate that 
the Federal fiscal situation is such that we dare not increase the Fed- 
eral direct or indirect debt and if it is felt that the economic situation is 
such that bond financing may cause or add to inflation, then we will 
accept this judgment by “the © ongress and go along with the idea of a 
pay-as-you-go highw: ay program, such as is in this bill, provided that 
enough revenue is raised to obtain the road improvement within the 
next 10 or 12 years as contemplated in H. R. 7072. 
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We should by no means scale down our highway program, even if 
enough current revenues cannot be raised. 

As to the revenue provisions in the revised H. R. 7072, we have 
very little to say. 

We think it is entirely proper to assess the cost of improved high- 
ways upon those who will benefit and profit from them. 

We do not have any engineering data to show how much of the cost 
of the expanded highway program should be borne by trucks and how 
much by passenger cars. 

The delegate body of the National Grange has, however, expressed 
itself as follows: 

It is a recognized fact that in order to handle the heavier commercially 
operated trucks and trailers more expensive construction and maintenance must 
be provided. To meet these increased costs, some form of a highway-use tax 
should be devised to assume that these heavier vehicles pay a just and equitable 
share of the heavier construction and maintenance costs which they necessitate. 

There is a considerable body of opinion that trucks are not pres- 
ently paying the proportionate share of highway costs and that to 
construct highways to accommodate their heavier we ight and permit 
passenger cars to get around them without delay increases highway 
costs ¢ ation ably. 

We assume that this committee has some scientific data to justify 
the higher rates of excise taxes on trucks created by H. R. 7072 

It is probably true that the standards to which the Interstate Sys- 
tem will be built will be dictated in large part by the defense require- 
ment, but it is still true that the heavier trucks will benefit by the 
higher standards to which it will be built. 

While the above excerpts from the Grange resolution calling for 
some form of a highway-use tax was made with reference to State 
taxes, we believe it applies to the expanded Federal highway pro- 
gram as well. 

It seems to us'that a tax on tires and camelback closely approaches 
an accurate highway-use tax. The same is quite true of the tax on 
gasoline and diesel fuel. 

We have some reservations, however, in having the tax on diesel 
fuel levied twice as high as that on gasoline. 

Our advice indicates that the increased ton mileage out of a gallon 
of diese] fuel when compared to gasoline-powered trucks is far less 
than the differential in excise tax being considered by this committee. 

While we subscribe to the principle of assessing excise taxes here at 
the Federal level in such manner as to assess costs for this primary 
Interstate System on a usage basis, we would urge the committee to 
diligently examine this differential between diesel fuel and gasoline 
to be sure that there is not an undue tax on sheer efficiency and that 
there is a genuine equity established in the tax rate or any differential 
imposed. 

We must against any inequitable penalty on efficiency which might 
serve to prevent lower total transportation costs arising out of engi- 
neering progress. 

Farm tractors—diesel farm tractors—are becoming more common 
and some of the manufacturers have shifted, have invested a great 
deal of money, to the manufacture of diesel tractors. 

Now, this higher tax on diesel fuel might discourage this trend 
toward genuine efficiency. 
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We are opposed to the proposed increase in excise taxes on trucks 
from 8 to 10 percent. 

We are informed this increase applies to all trucks including the 
common farm truck. 

Trucks are being used more and more in the fields by farmers and 
it would not be right to impose a heavier highway-use tax on trucks 
wore out to a large degree in farm fields. 

Farm trucks will make very slight use of the interstate system and 
mostly use local roads. 

It is our understanding that the proposed increase in tire taxes 
applies only to the larger tires not used on the common farm trucks 
or on farm equipment. We would oppose H. R. 7072 if the tax would 
apply to all farm-type tires. 

H. R. 7072 explicitly links the Federal gasoline tax with the cost of 
the improved highway program. That means that the tax in gasoline 
and tires is now clearly a highway-user tax. Because of this, it is 
patently inequitable and unsound to have the Federal gasoline tax 
apply to these items when used in farm use for agricultural production. 

We urge this committee to provide exemption or a refund for gaso- 
line and diesel fuel used in farm tractors and engines. 

We also feel that the present 5-cents-a-pound tax on tires used on 
farm trucks and farm equipment should be repealed. 

The tax on farm-tractor tires is higher percentagewise than on pas- 
senger car tires and on truck tires. It amounts to more than 10 per- 
cent because the tires are so heavy and bulky. Whereas I think one of 
the gentlemen said that the tax is 6 percent on passenger cars and 
tires, it is 10 percent 

Mr. Aucutincioss. Mr. Halvorsen, there is no tax on passenger-car 
tires and there is no tax on diesel fuel as it applies to the farmer. 

Mr. Jones. He is talking about the increase under the proposed 
bill. 

Mr. Hatvorsen. No. I am talking about the 5-cent-a-pound exist- 
ing tax on tires—the 5-cent-a-pound existing tax. 

Now, this is a burden on the farmers at present and we all know that 
the farm situation is such that such a burden we should try to avoid. 

Mr. Avucurnc.oss. You do understand there is no tax on diesel oil 
or diesel fuel unless used on the highway ? 

Mr. Hatvorsen. No. I thought it was to apply to 

Mr. Aucuincioss. Not on farm use, but there is a tax on gasoline. 

Mr. Hatvorsen. On gasoline. : 

Then I am mistaken on that. 

That is fortunate because there is a shift toward diesel on farms. 

Now, this tax on tires amounts to as much on a farm machine—I 
think this is a combine—no; this is on the tractor—it amounts to $45 
for 2 tires. 

Mr. Aucuincwoss. There is no tax on tires where it is on farm equip- 
ment. 

Mr. Hatvorsen. Yes; there is. 

Mr. Aucutncioss. There is no tax on the farm equipment, which 
is tractors, and engines on the farm, and so forth, but there is a tax, 
of course, on the farmer’s truck, provided 

Mr. Hatvorsen. There is certainly something wrong in my infor- 
mation, if what you say is true. . 
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It has always been my impre ession that the big tires used on farm 
tractors do have to pay the 5-cents-a-pound tax. 

Mr. Avucuincioss. Yes. It will not be in this bill, in the future. 

Mr. Hatvorsen. Not the increase, but the existing 5 "cents now. 

Mr. Avcuincioss. That is right. 

Mr. Hatvorsen. This is the whole revenue measure now. We look 
upon it as a whole package. I am talking about the existing tax 
as well as the—— 

Mr. Avcuincioss. Mr. Halvorsen, this committee has no jurisdic- 
tion over these existing taxes because they are general revenue. 

We are trying to levy here, if we can, a tax primarily for highway 
users, not a general 

Mr. Hatvorsen. Well, they all become a part of the general revenues 
of the Treasury. 

I will take what you say and I will not continue my discussion of 
this point because probably what you say is true—it is true, I am sure— 
and, therefore, it would be out of order. 

That concludes my statement. 

Mr. Jones. Any questions, Mr. Williams? Mr. Blatnik? 

Mr. Biarnix. No questions. 

Mr. Jongs. Dr. Burnside. 

Any further questions on my left? 

Mr. Donvero. Just one question: What bill are you for? The com- 
mittee bill, this bill, or the one that was passed by the Senate? 

Mr. Hatvorsen. I don’t think any bill 1s entirely in accord with our 
desires. 

We have supported the idea of bond financing of the highway system 
because we think putting the burden upon the highway users over 
a 10- or 12-year period is too much of a burden, but we do not like the 
Clay bill by itself because it does not give any promise—in fact, it 
gives the impression there will be no increase in Federal aid—for the 
farm-to-market roads in the primary system, whereas this bill does 
provide something for the primary and secondary systems. 

Mr. Jones. Thank you very much, Mr. Halvorsen. 

Mr. Burnsipe. Will you give me that statement again? 

Under this bill—the Fallon bill—you would get more dollars 

Mr. Hatvorsen. Yes; that is what I say. 

Mr. Burnsipr. Plus one very important thing: The funds that 
the State spent before under the interstate system will now be avail- 
able to spend on the primary, secondary, and urban roads. 

Mr. Hatvorsen. That is true, and that would be true even under the 
Clay committee proposal. 

Mr. Burnsinz. Yes. 

Mr. Jones. Thank you very much. 

Mr. TuHompson. Under the Fallon bill they will get this increase, 
but under the tax schedule that has been proposed was that increase 
contemplated ? 

Mr. Burnsiwe. Yes, plus an additional 25 million. 

Mr. Hatvorsen. Yes. We are very pleased there is some recogni- 
tion of the Redes! responsibility for the primary and secondary 
roads. 

Mr. Burnsipe. Under this bill, the Fallon bill, as drawn, there will 
be a 90-10 paid by the Federal Government. 
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Mr. Jones. Thank you. 

Our next witness is Mr. A. B. Gorman, who will represent the 
Private Truck Council of America. 

Mr. Gorman. 

Apparently Mr. Gorman is not here. 

Our next witness is Mr. Jess N. Rosenberg, who will represent the 
Western Highway Institute. 


STATEMENT OF JESS N. ROSENBERG, REPRESENTING WESTERN 
HIGHWAY INSTITUTE 


Mr. Rosennerc. Mr. Chairman, I have some exhibits that I would 
like to present to the committee. 

Mr. Jones. Fine. If you will hand them to the clerk he will pass 
them around. 

And you will identify yourself and your organization to the 
stenographer. 

Mr. Rosenserc. Mr. Chairman and gentlemen of the committee, my 
name is Jess N. Rosenberg. I reside in Berkeley, Calif. I am here 
representing the Western Highway Institute, which is located at 417 
Market Street in San Francisco, Calif. 

The Western Highway Institute is a nonprofit corporation, or- 

anized by representatives of the trucking industry and associated 
interests. 

(At this point Mr. Fallon resumed the chair.) 

It is an organization that is effective in the 11 Western States. 

Mr. Jones. Mr. Chairman, will you pardon this interruption ? 

Just prior to Mr. Rosenberg’s coming to the chair I promised Mr. 
Sisk, a Member from California, who wanted to have his remarks 
inserted in the record, I would recognize him and I don’t want to 
delay him, and I want to apologize both to the witness and to Mr. Sisk 
for overlooking that. 

Mr. Sisk. Let the gentleman continue and then I will follow him, 
if that is satisfactory with the gentleman. 

Mr. Jonrs. I want to apologize. I am sorry I overlooked that. 

Mr. Fation. Goright ahead, Mr. Rosenberg. 

Mr. Rosensere. The first thing I would like to say to the members 
of the committee is that the organization which I represent wishes 
to reaffirm the position taken here by the representative of the Ameri- 
ean Trucking Association with respect to the legislation before the 
committee. 

The special purpose for which I am here is to indicate to you some 
points about this differential, this added tax, on diesel, which are of 
a special interest in the West. 

The first map which I have presented to you represents a calcula- 
tion based on diesel fuel gallonage consumed in the various States as 
represented by the United States Department of Commerce figures, 
and we have taken the added 3 cents proposed under the present com- 
mittee proposal 

Mr. Donvero. Three cents? 

Mr. Rosenperc. The 3 cents—the difference between the 3 cents 
now proposed 

Mr. Briatnrx. Gasoline? 
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Mr. Rosenserc. Gasoline. 

(Continuing:) And the penal sum of 3 cents, showing where that 
revenue or where that penalty would fall by sites, and then the second 
map is—we have made a rough division of sections of the country, par- 
ticularly, of course, showing the 11 Western States, and I think that 
there is a point there I would like the committee to take cognizance of 
nee y- Inthat area we have 13 percent of the population. We 

1ave 24.6 percent of the highways. We would pay 37 percent of this 
penal sum. 

I think in the other areas you see—in the Middle States—— 

Mr. Fation. Mr. Rosenberg, let me follow you. 

You pay 37 percent of what figure? 

Mr. Rosenserc. That is the penal sum shown on the large map. It 
is the 3-cent difference between the gasoline and the diesel rate as 
proposed in the bill now before the committee. Thirty-seven percent 
ot it would be paid in the 11 Western States. 

The rest of the map speaks for itself. It shows by sections of the 
country that 17.6 percent of that amount on Diesel fuel would be paid 
in the Central States. The Southeastern States would pay but 12.3 
percent. The area of the country with 50 percent of the population, 
as compared to the western 13 percent, would pay but 33 percent of 
that amount. 

Now, those figures highlight a fact which is, I think, not generally 
known throughout the country which is that the diesel vehicle is 
more highly used in the Western States than it is in any other part of 
the country and, therefore, there is a special effect. 

Now, I have listened to these hearings for 2 days and I have heard 
no explanation of the committee’s thinking as to the equity of that 
penalty. 

Mr. Fauion. Mr. Rosenberg, let me ask you this point. 

Mr. Rosensere. Yes. 

Mr. Fatton. What does a gallon of diesel oil cost against a gallon 
of gasoline? 

Mr. Rosenserc. Well, that varies from area to area, and that is 
another 

Mr. Fatiton. What is the average? 

Mr. Rosenserc. X tax. I am not qualified as an expert in this 
subject, but I will hazard an estimate that X tax—the diesel is 12 
cents and X tax your diesel is about 23 cents, 24. 

Mr. Fautton. What is the mileage on a gallon of diesel compared 
with a gallon of gasoline? 

Mr. Rosensere. I wouldn’t begin to hazard a guess on that because 
if I know one thing about it I do know this: That the mileage is 
almost exactly related to the type of operation, that is, the type of 
load, the type of vehicle, the type of terrain and the kind of movement 
that is involved. 

Mr. Faution. You mean the mileage is almost equal per gallon? 

Mr. RosenserG. Oh, no; I would not say that. No. 

Mr. Fation. Do you know whether there is any difference between 
gasoline and diesel per gallon—mileage? 

Mr. Rosensera. Well, everything I have read would indicate that 
is the case; yes. That is right. 
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Mr. Fatiton. What I am trying to ascertain, Mr. Rosenberg: Do 
you get more miles per gallon out of diesel oil or do you get more 
miles per gallon out of gasoline? 

Mr. Rosensere. Well, that is a subject on which, as I say, I am not 
an expert, but I can say generally the things I have read indicate that ; 
but when you examine particular operations 

Mr. Fation. They indicate what? More mileage per gallon on 
diesel or on gasoline ? 

Mr. Rosenserc. No. We have found, for instance—and again I 
can’t document these, but I have heard of them—in the Nebraska 
territory, where you have largely flat territory, you have practically 
the same mileage. 

We have—— 

Mr. Fation. You get the same mileage on gasoline as you do on 
diesel in flat country ; is that right ? 

Mr. Rosenserc. As I say, I have been told that, but I couldn’t 

Mr. Fatwon. Well, to your knowledge—— 

Mr. Rosenserc. To the best of my knowledge and what I have heard, 
that is correct; but the point I was making now: That this hits on the 
West, regardless. 

Now, one of the questions you asked me about was the price of 
fuel. That is one of the reasons, of course, the diesel engine became 
popular in the West. The fuel which it used is much cheaper and, 
therefore, allowed operating economy. 

There has been quite a development in that over the years. 

At the time when the diesel first came in the amount of this crude, 
which was suitable for no other purpose, was much larger. Since the 
development of the catalytic process—and again I don’t even begin 
to understand it, but I have been told about it—that basic stock has 
been used for other purposes. There is less of that available. 

In addition, that same fuel has been used widely by the railroads 
for diesel operation and for household heating, so that the price has 
gone up. 

The original advantage that might have existed in price has gone up. 

There were reasons why that vehicle came to be used in the West. 
For one thing—and this is the testimony of the operators—it is a very 
efficient vehicle where there are great differences in altitudes. It 
operates well at high altitude, and we have many mountain passes 
in the western country. There is not a State that you can name 
that doesn’t have them. 

It also operates well in extremes of temperature, great extremes of 
temperature, which, of course, we have in every one of the Western 
States. 

It has been a very satisfactory vehicle. 

Mr. Faxon. Isn’t it true that in a diesel the longer it is operated 
over a given period of time it operates more efficiently than a gasoline 
motor ¢ 

Mr. Rosenserc. Well, no; I don’t think I can agree with that. Of 
course, I am not an expert on engines—— 

Mr. Fatazon. I am not either. 

Mr. Rosenserc. And what I have heard 

Mr. Fauion. The only thing I know is what I have heard here in 
testimony. 
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Mr. RosenserG. From what I know—and I think the people who 
know about engines will be before you in just a moment, but what I 
have heard—it « operates at its high efficiency at full throttle. 

Mr. Fation. At what ? 

Mr. Rosenperc. At full throttle. 

Mr. Faxon. That is what I was getting to. 

Mr. RosenserG. Now, what that means I don’t know. I can’t tell 
you about that. 

Mr. Fawion. Go ahead, Mr. Rosenberg. 

Mr. RosenBera. Now, that vehicle gets the special effect of this tax 
that is proposed here and, as I say, for a reason which has not been 
made clear to me as to what was in the committee’s mind. 

I think it should also be pointed out, in all fairness now, in esti- 
mating what the effect of this thing is, that in California, which has 
10 percent of the motor vehicles of this country, they have the highest 
usage of diesels. 

Those diesels, diesel vehicles, represent twenty-three-hundredths of 

1 percent of the total registrations in the State of California. They 
represent about 1.07 percent of the total truck population in the 
State of California. 

I think they are a smaller percentage of the total vehicles through- 
out the country, and I think that is a point this committee should 
bear in mind. 

I think there is popular misconception, and I am judging this now 
from my friends throughout the country, especially in the eastern 
part of the country, who think, have the impression, that all large 
trucks are diesels and it simply is not so. They are but a very small 
part of the truck population. 

There is another thing I think should be brought to your attention, 
and that is that a diesel vehicle is an extremely expensive vehicle. 
It represents a large investment and takes skilled drivers. 

A driver who operates a diesel must necessarily be much more re- 
sponsible and a bettered trained person. 

The result of some of the trends recently has been to make the cost 
of that diesel equipment go up and up and up. 

It is a matter of record, from figures available through the auto- 
motive industry, that for the average tractor-trailer diesel vehicle, 
starting in 1950, 18 percent of those vehicles which are of the larger 
vehicle were diesel vehicles, that is, of the tractor-trailer type. Since 
1950 that percentage has decreased until in 1954 that percentage is 
down to 11 percent. 

Now, I think that is something else that the committee should bear 
in mind. 

This cost of the diesel has gone up. In addition, the diesel engine, 
being a heavier engine and requiring a heavier truck, adds up to a 
iter gross weight and, therefore, a less payload. 

), there is a constant pressure on the operator who examines his 
sobts ‘to reexamine the ec onomy that was originally achieved through 
the fuel economy, that is, the lower price of the diesel fuel, and, in 
addition to that, the effici ‘iency of the gasoline engine has been con- 
stantly increasing, whieh is all to the good for everybody concerned ; 
but the reason I have mentioned those things is that there is a special 
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effect on one part of the country that it occurred to us you might not 
have been aware of, and there is also this special effect that you ought to 
consider. 

As I say, I don’t know what this rate was designed to do, whether 
was designed to penalize or whether it was designed to produce rev- 
enue; but if it is purely for revenue, than I think it might be a mis- 

take to project revenue from this source by multiplying gallonage con- 
sumption by the new rate, that is, this type of an increase with re- 
spect 

Mr. Donvero. Mr. Chairman, may I say to the witness: You have 
come a long way. 

Mr. RosenserG. Yes. 

Mr. Donprro. This committee does not intend to penalize anybody. 

Mr. RosensBere. I am glad to hear it. 

Mr. Donpvero. It never entered our minds. 

Mr. Fauion. Mr. Rosenberg, I might say I was going to inter- 
rupt you at the same point that Mr. Dondero did. 

If you had heard my statement earlier today, you probably wouldn't 
have used that particular kind of language. 

I know you don’t mean the word “pen: ialize,” that you could find a 
better word for it. 

We don’t want to hurt anybody. We are trying to get a system 
of roads built that is necessary to this country. I think it is the 
most important thing we are facing today. 

Mr. Rosenserc. That is correct. 

Mr. Fation. We are only trying to find out the best approach to get 
this job started, whether you can do it on a pay-as-you-go basis or 
whether you can do it on any other basis. 

Mr. Rosenserc. Well, my point was—this I was coming to: This 
added tax will not necessarily produce the revenue indicated by former 
gallonage multiplied by the new rate because this type of increase 
will undoubtedly have the effect of causing a change in the use of 
equipment. 

Now, I have worked in the tax field for many years and I know 
you gentlemen have heard this. It is a tired cliché to say people 
are going out of business because of a tax, and I am not going to tell 
you that; but I would tell you this, and I think it is quite valid: That 
this type of tax can and probably will cause a change in the patterns 
of the business which have utilized this type of economy. It ¥ a type 
of economy that is available. If it is no longer available, then it 
isa question immediately of costs and what can be femnn, and I 
would say to you that those people who utilize the diesel with the 
added maintenance cost, inadlinLanunetion scsk the lower payload 
and the higher general costs with respect to its maintenance and 
service look very closely at the time when they may shift over. 

In addition, they adapt—it is possible to adapt—a diesel engine 
for other fuel, and that may be another source. 

When the fuel gets to that price range, there will be possible shifts. 

Mr. Donpero. Mr. Chairman. 

Mr. Fauion. Mr, Dondero. 

Mr. Donpero. Do you have a written statement, Mr. Rosenberg? 

Mr. RosenserG. No; I did not. 
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Mr. Donvexo. I was going to ask: If you did have a written state- 
ment, why don’t you offer it for the record so we would have it before 
us ¢ 

Mr. Rosensera. I should like to. 

Mr. Donvero. It is getting pretty late and we have five or six more 
witnesses to follow. 

Mr. Fation. Mr. Rosenberg, let me suggest that you make your 
point and see if you can’t summarize in the next couple minutes. 

Mr. Rosenserc. I am right at that point. 

Mr. Faxon. All right. 

Mr. Rosensere. The thing I wanted to bring home to you was that 
this proposal has a special impact on the Western States which you may 
not have known about; that the diesel has been used in the Western 
States as an economical vehicle for that type of country; that these 
costs may cause a change; that it is a small part of your total per- 
centage; and, furthermore, and I think my final point, as far as we 
in the West are concerned, this proposal came full blown and we 
have had no explanation as to the principles of equity which the com- 
mitee had in mind in fixing this particular rate, and at that point 
we have great question, and we are opposed, therefore, with respect 
not only to this, but to the other rates, to anything but an across- 
the-board increase. 

Mr. Fartton. Maybe I can answer that for you. 

The subcommittee met to devise ways and means of raising this 
money, and this is a suggested way. 

This was not gotten up, this was not passed on, by the committee, 
that is the reason why we are holding these hearings, to find out which 
is equitable, which is fair, and certainly this committee, as well as I 
know, is not going to do anything unfair to anybody. 

Mr. Rosenserc. Mr. Chairman, may I respond to that? 

I feel certain that is the feeling of this committee and of the Con- 
gress, but here is the suggestion that has occurred to me and to the 
people I represent : We are familiar with highway taxes in each of the 
Western States. Our people are hard at work in studying the sub- 
ject. We have been very interested in the work of our western high- 
way Officials. They have conducted a special road test with respect 
to our western types of payment. We have an association of our 11 
western officials which came before this committee and made a pre- 
sentation. 

Our approach to highway user taxation, at least in the area that I 
come from, has been to investigate the equities involved with respect 
to the needs and the beneficiaries and then to determine a proper allo- 
cation of the taxes and the revenues to be derived. So, we are a little 
bewildered by this proposal or where to start to even begin to 
analyze it. 

Mr. Fatxon. Mr. Rosenberg, let me tell you that is exactly why we 
are here. 

Mr. Rosensere. Well 

Mr. Fatxon. The same reason you are here. 

We are hearing every phase of people who are being affected by this 
suggested tax, so that we can find out where it is equitable and in- 
equitable, and the committee will proceed from there. 
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Mr. Rosensere. The response of our industry has been that we are 
willing to pay our fair share; that we are anxious to know what the 
equitable distribution should be; and, in the face of emergencies, an 
emergency program or a program where the revenue is needed now and 
there is not time to examine and find details, what is fair for one is 
fair for all, and take it across the board. 

One pes that I did not mention that I think you should consider 
about the diesel—and it hasn’t been mentioned in the discussions here— 
the diesel vehicle in the West has considerably more tires on it than 
any of you in the East are familiar with, I think. 

The normal diesel vehicle, a 2-wheel tractor and a semitrailer with 
a single axle, has 10 tires on it. 

The average diesel vehicle in the West has 18 tires on it. 

Now, the tax burden, then, on the excise tax, you see, is about 
10 to 18. 

The largest diesel vehicle in the West, the double-bottom vehicle, 
has 20 of these tires on it. 

This is a considerable added amount of tax, which is highly dis- 
proportionate in terms of what might be done to a passenger car, for 
instance. 

Some of the discussion here today talked in terms of the tax on 
tires as compared to each other 

Mr. Fatton. What is your maximum load on those vehicles, Mr. 
Rosenberg ? 

Mr. Rosenserc. Well, it is almost uniform in the West. 

Mr. Fation. What is it? 

Mr. RosenserG. 76,800 pounds, with an 18,000-pound axle load. 

Mr. Fatton. So, that same load in the East would have half of 
the tires with half of the load ? 

Mr. RosenserG. Well, that subject, Chairman Fallon, is covered in 
a very excellent statement by Commissioner MacDonald of the Bureau 
of Public Roads—I had it here with me 

Mr. Fauion. We are familiar with it. 

Mr. Rosenperc. I know it is available to you. In which he points 
out that the western vehicles, particularly in the western coast, have 
more axles under them and have a lower axle weight and, therefore- 

Mr. Fation. The committee is familiar with that, Mr. Rosenberg. 

Mr. Rosensere. Thank you. 

Mr. Fation. Any questions on my right? 

Mr. Gentry. I would like to ask this gentleman just 1 or 2 
questions. 

Mr. Rosenberg, you have told us the gasoline buyer has to pay twice 
as much approximately per gallon as you people do for your diesels. 

Mr. Rosenserc. Are you talking about the price of the fuel? 

Mr. Gentry. Yes. 

Do you think that has anything to do with the double 

Mr. Rosenserc. I think it is as immaterial as perhaps the diesel 
vehicle. The owner has to pay lots more for his vehicle. 

Mr. Gentry. Do you mean to tell me that you, who are representing 
the truckers, and especially the diesel people, as evidenced by all this 
material that you have brought us, don’t know how many miles you 
would get out of 10 gallons of diesel on a truck as compared to 10 
gallons of gasoline? 
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You must know that. You seemed to state that you didn’t, but you 
must—— 

Mr. Rosenrerc. I think I made it fairly clear that I don’t know of 
my own knowledge, that I am very familiar with the literature 

Mr. Gentry. With what? 

Mr. Rosenserc. With the literature. 

The people who made the studies 
Mr. ben NTRY. You mean you don’t know that elementary thing about 
it and you represent the people who made it? 

You know that is very important here because that determines the 
amount of tax we can get, and I think we should equitably levy, if we 
levy, a tax. 

What do you understand it is? 

Mr. Rosensera. Well, let me say this 

Mr. Gentry. The relative mileage ? 

Mr. Roseneerc. That I certainly do not contend there is no dif- 
fere me My relative mileage. 

Mr. Gentry. What is it, though? 

abit ‘what is it? 

Mr. ne BERG. Well 

Mr. Gentry. We are going to have to get that. 

Mr. Rosensere. I can refer you to papers that will say 1 percent. 
I can refer you to the same thing that will say 75 percent. I can 
refer you to the Bureau of Public Roads which will say 50 percent. 
I can refer you—— 

Mr. Gentry. You mean 50 percent more mileage? 

Mr. Rosenserc. That’s right, on a particular. study made here in 
the east coast. 

Mr. Gentry. Now, if you get 75 percent more mileage, certainly 
the tax should be 75 percent more from that standpoint, as a matter 
of equity, shouldn’t it, because you get more miles on it ? 

Mr. Rosenperc. Well, I would like to answer that, if I may—— 

Mr. Gentry. Yes. 

Mr. Rosenperc. As a matter of equity. 

If we are talking about a highway-user tax, which I haven’t un- 
derstood the Congress of the United States had ever considered, but 
which it seems these are, then one of the elements to consider in de- 
termining a tax level is the mileage traveled by vehicles—not trucks, 
but all vehicles. 

Mr. Gentry. Now, you are not getting to the question I asked 
you. 

Mr. Rosenserc. All the factors 

Mr. Gentry. You are getting entirely onto something else. 

Now, I don’t want to prolong this. 

Mr. Rosenserc. Well 

Mr. Gentry. You do not tell me, but is must be well known in 
the trade how much more mileage you can get on a diesel than you 
can gasoline. That is bound to be pretty 

Mr. Rosenserc. I will tell you the discussions in the trade are 
such—I have seen gasoline owners and diesel owners just argue 
about it. I have heard diesel owners brag their equipment to ‘the 
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Mr. Gentry. All right. That is all, Mr. Rosenberg. 

Mr. Fatuion. Any questions on my left? 

Mr. Avcer. No questions. 

Mr. ScuweEnce.. For the record, you are acquainted with this? 

Mr. Rosenserc. Yes; I am acquainted with Mr. Cope’s study. 

Mr. Scuwencet. As to Mr. Gentry’s question, these figures are 
listed in this magazine : 

Commercial buses: 
ne aCe en eee sata gens ecpaity Shinde peinas aiken 3. 
Diesel 
Trucks, 35,000—40,000 pounds : 
Gasoline 
Diesel 
Truck tractors, 40,000—50,000 : 
Gasoline 
Diesel 

Mr. RosenperG. Iam very familiar with it. 

I was only saying I couldn’t testify to it, and I was very familiar 
with the literature, as I am sure you are. 

Mr. Gentry. Then it is about 45 percent more mileage at approxi- 
mately half the price a gallon ? 

Mr: Scuwencen. That is r ight. 

Now, I am surprised, Mr. C hairman, that people come here posing 
as authorities, representing industry—we had an example of a man 
with tires yesterday; again today—who will evade the question, who 
will go out and tell a ‘story—and I have heard these salesmen talk 
ubout selling their engines, and they have got a wonderful story to tell, 
and these same people will come down here and tell us they don’t 
know. 

Mr. RosenserG. Oh, I didn’t say that. Iam sorry. I am sure I 
clidn’t say that; didn’t mean it. 

Mr. Scuwencex. You certainly evaded the question. 

Mr. Fation. Any other questions from my left ? 

Mr. Rosenperc. May I respond to that ? 

The point I would really like to make is: If you have decided to 
measure this mileage difference between the diesel vehicle and the gas 
vehicle, as a measure of tax, then I think it is only equitable, for ‘in- 
stance, that you appraise the difference between a vehicle with an 
overdrive and without an overdrive. I think it is only equitable that 
you appraise LPG, which is somewhat widely used, and becoming 
more so at all times. 

Mr. Fation. Mr. Rosenberg, we will weigh all the equities and all 
the inequities, but we have a next witness who is a representative of 
a diesel motor company who can probably give us the answers you are 
not familiar with. 

Thank you very much, Mr. Rosenberg. 

Mr. Gentry. May I say, Mr. Rosenber g, I did appreciate your testi- 
mony ; but I did feel we should have those ‘simple things. 

Thank you. 

Mr. Fatuon. Mr. Sisk, Representative Sisk of California. 

Mr. Sisk, do you have a statement or would you like just to make a 
statement ? 
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STATEMENT OF HON. B. F. SISK, A REPRESENTATIVE IN CONGRESS 
FROM THE STATE OF CALIFORNIA 


Mr. Sisk. Mr. Chairman, I would just like to make a very short 
oral statement, and I would like to have permission to file a statement 
in the record at a later date. 

Mr. Fatxon. If there isno objection, so ordered. 

Mr. Sisk. I appreciate the committee giving me this opportunity 
at the last moment to make a statement on this. 

I, of course, coming from California am certainly cognizant of the 
position of the trucking industry as being vital to our economy. 

I would like, Mr. Chairman, to go on record as absolutely opposed 
to a tax, an increase in tax, on tires to be used in the present highway 
program. 

I am fully aware of our need for a highway program. I think that 
certainly nationally and we in California are aware of the dire need, 
for many reasons, of a highway program, but I do not feel that 
an approach, such as I understand is proposed in the present leg- 
islation, to increase the tax on tires, excise tax on camelback, which 
particularly I am concerned with, is equitable because I believe it 
will drive the recapper out of business, and also I feel it will vitally 
affect the economy of the trucking industry, not only in the West but 
nationally. 

So I would like at this time to definitely be on record as to this 
method of financing the highway program and, as I say, I would 
like to have an opportunity to file a statement in the record. 

Mr. Fation. Thank you very much, Mr. Sisk. 

Without objection, Mr. Sisk will file his statement in the record at 
this point. 

(Mr. Sisk’s statement is as follows :) 


STATEMENT OF Hon. B. F. Sisk, MEMBER OF CONGRESS, ON Excise Tax PROPOSALS 
or H. R. 7072 


Mr. Chairman, I appreciate the opportunity to express my views on the Fed- 
eral highway program which is now under consideration by your committee 
and in particular to discuss some of the financing proposals made in connection 
with H. R. 7072. 

In the first place, I want to make it clear that I will vigorously support an 
adequate program of Federal assistance in highway construction. I believe such 
a program is vitally necessary to our defense, to our economy, and for the wel- 
fare of the people of the United States. I recognize that if we are to embark on 
an extensive Federal program, we will have to pay for it and I know the prob- 
lems faced by the committee in working out a sound plan which can be financed. 
I will support such a program, on either a pay-as-you-go basis, or a bond basis, 
provided the resulting tax burden is equitably and fairly distributed over the 
great mass of our people and industries who will share in the very broad benefits 
resulting from highway construction. 

I want to object in the most vigorous terms, however, to what I consider 
highly inequitable and unreasonable increases in automotive excise taxes which 
would place a major share of highway construction costs on a very small pro- 
portion of those benefiting from the construction. 

It is my understanding that your committee is considering major increases in 
manufacturers’ excise taxes on trucks, on truck tires and tubes and retreading 
rubber, and on gasoline and diesel fuel. I am informed these taxes would place 
about 28 percent of the burden on less than 2 percent of highway users, and I can- 
not go along with such a proposal. 

I do not propose to present a case for the trucking industry, which I am sure 
is able to plead its own cause. I am sufficiently familiar with that industry, and 
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with the supplying of its tires and other necessities, to know that some of the 
proposals made here would drive this important and necessary service from our 
highways, with a disastrous effect upon the economy of our country. 

I know that the added costs of truck purchase and operation would drive 
many common carriers into bankruptcy or to large increases in rates. 

The most pressing point I would like to make is that in my State of California 
and elsewhere, 89 percent of the trucks using the highway are not for hire but 
are privately used in transportation of the owner’s goods, and a very large 
portion of these are directly used for transportation of farm crops and goods. 
These farmers are not sharing in big-business prosperity. What they get for 
their crops is constantly dropping in relation to their operating expense. The 
parity ratio last month went down to 86 percent and is going lower. The buck 
stops with the farmer. He cannot pass on his costs and he cannot raise his 
prices. The small-business man operating his own trucks is in the same boat. 

The truck operator should pay more taxes than the passenger-car operator 
and he does—very substantially under the present tax setup. State and Fed- 
eral taxes on larger trucks already amount to from $2,906 to $51,611 per year, 
including purchase taxes. Under proposals before your committee these taxes 
would be increased from $591 to $1,613. A typical truck operator already pays 
about 13 times as much taxes as a passenger-car owner, but this proposal would 
increase the difference to about 18 times. That disparity in tax burden would 
be clearly out of line. It would be punitive in nature. It would reduce our 
available transportation and tend toward furthering monopolistic practices by 
competing forms of transportation. It would strangle the free flow of trans- 
portation we are attempting to encourage by highway construction. We don't 
need new highways for the horses and wagons forced on farmers through truck 
taxes they can’t pay. 

There is another very serious phase of this matter I hope your committee will 
consider. It is clear that in considering increases in automotive excise taxes to 
finance a portion of a highway program, you are also treating present taxes on 
vehicles, tires and fuel as available funds for highway construction. This bears 
out the contention our farmers have advanced for a long time that they should 
be exempt from taxes on gasoline and diesel fuel used in farm equipment, and on 
tractor and truck tires in nonhighway use. Certainly, there is no justice or 
equity in collecting highway taxes for nonhighway use, and I strongly urge that 
you make provision in any highway financing program for proper exemption from 
present fuel and tire taxes, and refrain from increasing these taxes for new 
construction. 

Mr. Sisk. Thank you. 

Mr. Fauion. Mr. Boll. 

Mr. Boll, would you give your name and title and the company you 
represent to the reporter ? 


STATEMENT OF RAYMOND BOLL, VICE PRESIDENT OF SALES, 
CUMMINS ENGINE C0., INC. 


Mr. Bou. Yes, sir. 

Thank you, sir. 

My name is Raymond Boll—B-o-]-l, and I am vice president of 
Cummins Engine Co. in Columbus, Ind. 

Mr. Donpero. A little louder, please. 

Mr. Bou. I am vice president of the Cummins Engine Co. in Co- 
lumbus, Ind. 

Mr. Donvero. Cummins? 

Mr. Bott. Cummins—C-u-m-m-i-n-s, yes. 

I am speaking here today on behalf of the manufacturers of 95 
percent. of the diesels used for over-the-highway truck services. Those 
manufacturers are ourselves, the Cummins Engine Co., Mack Man- 
ufacturing Co., General Motors, and the Buty Division of Allis- 
Chalmers. : 
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We are all very much in favor of the overall objectives of the high- 
way building program. However, we are opposed to any change in 
the tax structure which would burden diesel engines over those over 
and above the gasoline engines or engines burning other types of fuel. 

In support of this, we would like to point out for the committee’s 
consideration a number of important points. 

Point No. 1 is that all of the so-called heavy trucks are not diesel. 
As a matter of fact, about 11.4 of the so-called heavy trucks are 
diesel. 

There are approximately 75,000 trucks sold in that category per 
year, of which 8,600 are diesel. 

Therefore, it would appear that this proposed differential on diesel 
fuel tax would affect a relatively small portion or small percentage of 
the truck users and would be a tax that was shared by roughly 10 
percent of these medium and heavy truck operators. 

No. 2: This tax on the use of diesel fuel will have a serious effect 
on many companies that have devoted years of energy and expense 
to be a part of diesel-engine activity, which calls for active research 
programs, specialized designs and, finally, finished materials. 

Not only are the four major companies involved in this picture, but 
also many suppliers who make fuel pumps, governors, pistons, valves, 
crankshafts, rings, and so forth. 

We must also mention the people who have invested money for 
special tools and facilities to service this equipment after it goes into 
operation. 

All of these companies and their employees will be thrown into 
some confusion and expense if a tax such as that proposed is allowed 
to disturb the delicate competitive balance which now permits these 
companies to maintain a place in our present free-enterprise system. 

No. 3: Again to ask a diesel operator to pay a tax that is twice as 
great per gallon as that paid by a gasoline-engine operator we feel 
places an undue burden upon the operation of the diesel engine. 

Actually, there are advantages to both the gasoline and the diesel 
engine. 

Mr. Donpero. Just a little louder, Mr. Boll. 

Mr. Bonu. Actually, there are advantages to both the gasoline and 
the diesel engine. 

Is that better ? 

Mr. Donvero. That is better. 

Mr. Boru. That must be considered by the operator when he decides 
which engines to purchase, and he gives great consideration to his par- 
ticular loads, equipment, altitude, g -ades, and traffic before deciding 
which engine will be suitable for hisc operation. 

I think it might be well at this time to point out or acknowledge 
the advantages of gasoline-powered trucks. 

These advant: ges had to be overcome by the diesel engine builders. 

These advantages, roughly, in their order of importance, are: 

(1) As gasoline truck has considerably lower initial cost. The pur- 
chaser of a diesel- powered truck pays from $2,200 to $4,000 premium 
over gasoline-powered vehicles of comparable size. 

( 2) Gasoline engines are lighter in weight to compensate for the 
additional weight of the diesel er gine, The trucker is forced to carry 
less payload than with a gasoline- -powered unit which, of course, 
reduces his revenue-pr oducing cargo. 
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There are also more direct service points available for the gasoline 
operator in general. 

Diesel maintenance, in general, requires slightly more higher 
trained mechanics. 

I mention the above factors because it well recognized in the truck- 
ing industry that the differential and overall cost of running a diesel- 
powered truck versus a gasoline-powered truck has been greatly 
narrowed during the past 15 years, to the point where a penalty im- 
posed upon the user of diesel trucks may set the stage for collection of 
less diesel fuel tax by causing an operator to switch to gasoline power. 

The price of diesel fuel, itself, has been on a steady rise for many 
years, and in some localities the price of diesel fuel is “de sntical to that 
of gasoline. 

In the foreseeable future, we do not look for a reduction in diesel 
fuel price because the usage of it is increasing due to the dieselization 
of the railroads, use in homes, and so forth. 

Now, you might well ask a question here: With the margin of 
superiority of a diesel over gas so narrow, why do truckers purchase 
cliesel-powered trucks at all? 

The answer to that question is: (1) A diesel engine, in general, gives 
less down time. 

Mr. Gentry. That’s what? 

Mr. Boi. Less down time. In other words, it is in operation more 
of the time. 

Mr. Gentry. You mean fewer repairs or something ? 

Mr. Boru. Yes. 

This means greater availability for the owner, due princ ipally to 
its more rugged parts, better design, construction, and so forth. 

It has no electrical ignition systems or carburetor systems to be kept 
operating efficiently. 

A diesel engine, in general, will give slightly better performance 
because of the fact that the engine will produce its peak horsepower 
for longer periods of time. 

It has a higher torque characteristic. 

The diese] engine, in general, is built more sturdy and has a longer 
overall operating life. 

There is substantially less toxic exhaust gas, such as carbon mon- 
oxide, from a diesel, than from a gasoline engine. 

Mr. Donvero. Mr. Chairman, those are technical matters that I 
don’t think would impress the committee too much. 

If you could get right down to the crux of your presentation—— 

Mr. Bouu. All right, sir. I would be glad to do so. I was really 
making a point of some of the things here that are in this diesel- 
versus-gasoline argument. 

One other point, and then that was the last one, sir: Diesel engines 
are safer because of the inflammable characteristics of diesel fuel 
versus gasoline. 

The above six items are reasons why truckers buy diesel engines 
without regard to fuel economy. 

It is true that diesel fuel contains 12 to 18 percent more heat energy, 
B. t. u.’s, than a gallon of gasoline fuel, heat energy being a work- 
producing unit. However, this difference in fuel is no greater than 
many differences occurring in gasoline consumption between various 
makes and types of diesel engines. 
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Mr. Gentry. You are not talking quite loud enough. 

Mr. Bort. All right, sir. It is true that diesel fuel concerns 12 
to 13 more B. t. u.’s which is energy or heat-producing, work-pro- 
ducing units per gallon than gasoline fuel. However, this difference 
in fuel is not any greater than the difference occurring in fuel con- 
sumption between various makes and types of diesel engines, even 
between engines of the same make, and differences between specific 
fuel consumption rates at partial and full-throttle operations. 

Also, many additional factors, including type of fuel used, overall] 
truck design, type of gear ratios in the vehicle, tire sizes, size and 
shapes of the trailers, mechanical condition of the engine, training 
and ability of the driver, the amount of idling time, traffic density, 
number of starts and stops, and so forth, all affect fuel consumption 

rates. 

In the past diesels have enjoyed a better efficiency because they were 
designed and built to operate at much higher compression ratios than 
were gasoline engines. 

Higher compression gasoline engines are now under continuous 
development, and this development is resulting in increased fuel 
mileage and a narrowing of the margin between diesel and gasoline 
efficiencies. 

Experiments are also underway to utilize gasoline in engines oper- 
ating on the diesel cycle in order to take full advantage of the higher 
compression ratios and the increased efficiency. 

Our experience indicates that there are no consistencies among the 

variables and, therefore, any tax based on a fixed differential between 
gasoline and diesel would not be very fair, nor could such a fixed 
differential reflect changes in efficiencies due to design improvements, 
fuel improvements, and so forth. 

The fourth point I had: It was mentioned in this hearing early that 
the new highway system would result in savings in operating cost to 
the highway truck opéefator. 

Although we have no data on this matter, it is our considered opin- 
ion that the relationship in operating cost existing between diesel and 
gasoline will not change to benefit the diesel operator, and what I mean 
there is simply if you save 1 cent by operating on a new highway with 
gasoline I think it would be comparable on diesel. 

There is one point, however, diesel engines have thrived in areas 
which in general required higher and heavier work. The proposed 
highway program, with the elimination of curves and grades, will 
benefit the gasoline engine by permitting the use of cheaper engines 
whose characteristics can be accommodated to suit this easier and 
simpler operation. 

My fifth point : The trucker, on the average, pays an additional ex- 
cise tax of approximately $175 to $320 over and above the price paid 
for comparable gasoline-powered vehicles. Thereafter there are re- 
pair costs, and those repair parts, of course, also carry a higher excise 
tax since, in general, diesel parts are slightly more expensive than 
gasoline parts. 

To tax a diesel operator twice for this diesel unit does not seem quite 
right. 

Sixth: Before concluding this presentation, another significant 
factor should be mentioned-—suppose that over the protests voiced in 
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this hearing you do effect a diesel differential and make it law. As 
I pointed out before, our industry feels that this will definitely retard 
the industry insofar as the automotive, high-speed diesel engines are 
concerned. 

Another point that we might raise is: What will the Armed Forces 
do with their increasing demand for diesel power in these particular 
sizes ? 

It is a matter of record that at the beginning of World War IT the 
production of diesel engines in the United States was inadequate to 
supply the military needs and at a great expense to Government, fac- 
tories were built to produce these diesel engines. 

The increased facilities provided by the Government did not pro- 
vide the necessary number of engines which the Armed Forces wanted. 

Since World War II our industry has grown and today we are wd 
plying an increasing number of diesel engines to our Armed Forces 

The engines being supplied to the military today are vastly im- 
proved or refined as compared to the engines produced during World 
War II. 

This development work has been paid for in most part by the com- 
mercial users of diesel engines. 

If the diesel engine business now being obtained from the truck 
industry would be reduced substantially, there would be less private 
capital available for developmental work. 

This, we believe, is contrary to the needs of our country. 

Speaking for the Cummins Engine Co., with which I am most famil- 
iar it would be impossible without Gover nment contracts or some other 
form of remuneration for us to finance and continue research and de- 
velopment programs such as we are carrying on today. 

In conclusion, and for the reasons we have outlined above, we 
strongly urge your committee to remove the diesel differential tax 
which would be injurious to the automotive diesel industry its sup- 
pliers and its customers. 

The taxes to be obtained from the proposed diesel differential seem 
to me to be a relatively small part of the total dollars required for 
the road building program; yet, an attempt to obtain this income 
through the diesel differential would in the end serve only to drive 
diesel from the over-the-highway-truck market. Thus, from a tax 
standpoint, the source of revenue would be eliminated or greatly 
diminished ; diesel manufacturing industry would be seriously dam- 
aged: the truck operators would be forced to pay higher taxes than 
they had planned at the time they purchased this: ‘equipment, and the 
trucking industry would be denied the benefits of the diesel safety, 
r uggedness, availability, and so forth, that is now being capitalized on 
to the full extent by the railroads and the construction industry. 

Mr. Faxon. That is your statement, Mr. Boll? 

Mr. Bot. Yes, sir. 

Mr. Fatxion. Mr. Boll, I want to ask you just one question: As- 
suming that this committee adopts a 1-cent gasoline tax, additional, 
what do you think would be the fair increase on diesel oil? 

Mr. Bou. Sir, our stand on that is we should have the same increase 
as the gasoline tax increase. 

Mr. Fation. One cent? 

Mr. Botu. One cent. 
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Mr. Fation. Any questions on my right? 

Mr. Gentry. Just one: You stated that the diesel developed or pro- 
duced 14 percent more what? 

Mr. Boru. The diesel fuel, the fuel used by the diesel—— 

Mr. Gentry. More power? 

Mr. Botz. Has 13 percent more energy-producing units in it. 

Mr. Gentry. Yes. 

Mr. Bouu. In other words, British thermal units. 

Mr. Gentry. All right. 

How much more mileage would you get out of 10 gallons? 

What percent more mileage does the diesel give? 

Mr. Bot. Well, now, that is a problem, and this is it 

Mr. Gentry. Now, listen, you don’t mean to tell me you are going 
to say—— 

Mr. Bortz. No. Wait a minute. 

No. 1. There are several things involved here, and I want to estab- 
lish the principle. That is the reason 

Mr. Gentry. I don’t want to go into a long question about it, and I 
am just asking because I don’t have any idea except what Mr. 
Schwengel gave me. 

What, in general ? 

It must be pretty well known. 

Mr. Box. I can answer that. It is in the nature of 10 percent to 
50 percent. 

Mr. Gentry. Well, the figures he gave would indicate it must be 
about 40, 45 percent. 

Thank you. 

That is all. 

Mr. Jones. Just one question: What percentage increase will 1 per- 
cent gasoline tax be to the total average cost of gasoline ? 

Mr. Bortz. I should think it would be roughly 1 out of 20 cents-— 
one-twentieth. 

Mr. Jones. What would be the percentage increase in diesel fuel 
with a 1-cent increase? 

Mr. Botu. Well, the problem is, sir, of course, you have got to know 
the price of diesel fuel, and it does vary in areas. There are places 
where it is the same. So, it would be one-twentieth again. As an 
average, it is about 18 to 20. 

Mr. Jones. In other words, with a 1-cent increase, you would have a 
higher percentage of increase at 1 cent than gasoline would at 1 cent? 

Mr. Boru. Because the average initial price of the fuel is lower; 
yes. 

Mr. Jones. So, percentagewise, your tax would be higher than 1 
cent? 

Mr. Bouin. Yes. 

Mr. Jones. That is all. 

Mr. Donpero. One question: Which bill would you rather have? 

Mr. Botu. We are interested in the road building program, sir. 
So, any bill that will produce roads—our stand is simply this: That we 
feel both the gasoline and diesel should be taxed at a comparable rate 
as fuel, on a level rate. 

Mr. Donnero. You haven’t helped me much. 


Mr. Avucurncioss. What is the State tax on diesel fuel in most 
States ? 
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Mr. Gentry. That’s an interesting question. I hadn’t thought 
about that. 

Mr. Bout. I really don’t know that for sure. It is approximately 
3 cents. 

Mr. Aucnincioss. The tax amounts to about half as much as gaso- 
line in most States? 

Mr. Bou. In most 

Mr. Aucuincioss. About half the rate of gasoline? 

Mr. Bott. No. The fuel taxes are the same in most States. 

Mr. Aucuincioss. I thought in most of the States the gasoline tax 
would be 5 or 6 cents. 

Mr. Bouu. As I say, we do not have any tabulation of that, sir, but 
in general they are the same. 

Mr. Fation. Any other questions on my left ? 

Mr. Busu. Mr. Chairman. 

Mr. Faxon. Mr. Bush. 

Mr. Busu. Mr. Boll, did you say you were president of Cummins ? 

Mr. Botu. I said I was a vice president. 

Mr. Busn. Diesel engines? 

Mr. Bou. Yes. 

Mr. Busu. To clear up something in Mr. Gentry’s mind, I want to 
state for the record we replaced some of our gasoline engines with 
Cummins diesel engines. We got 3.5 miles per gallon on the gasoline 
and we get 5.9 on your diesel—the same people. 

Mr. Gentry. You shouldn’t have introduced that. That is bad for 
Mr. Boll. 

Mr. Busn. Along with that, the major overhauls on diesel are going 
to amount to just about again what it was on our gasoline engines. 

Mr. Boi. We did not intend to convey to you folks the idea that 
there was not a differential. Obviously with a higher priced engine 
there had to be some reason for the operator to use the diesel. 

Onr feeling on the thing, though, is this: Where we start with a 
fuel that basically has 13 percent additional work-producing ability, 
then the engines are designed so that they operate on higher compres- 
sion ratios. We do get a little better efficiency out of the cycling, 
the engine itself—in other words, the method in which the engine 
burns the fuel—but that is a mechanical matter. It varies between 
our own engines, the ones that we manufacture, and it varies between 
engines that other folks manufacture. 

It is awfully difficult to tie down a figure and say, “This is the 
diesel differential.” Actually a figure does not exist that is the diesel 
differential. You can’t say 1.1, 1.5. There is no such figure. 

Now, you can get a lot of averages and come up with some sort of 
a figure undoubtedly, but there are some of our engines, for example, 
that are 20 percent more efficient in certain operating conditions than 
others. Now, how do you equate those factors? I think that is one 
of the problems you face in trying to work on a diesel differential. 

Mr. Scuwencet. Mr. Chairman, I would like to ask this question : 
You said the diesel engine lasted longer than the gasoline engine in 
your testimony, but you didn’t tell us how much longer. Can you 
tell us that? 

Mr. Boru. Well, sir, you are asking for some good information 
there, and that, too, varies. It is hard to tell. 
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Mr. Scuwencet. I know. Let’s just take an average. You have 
it in your literature. I have some literature in my file. It is a pretty 
glowing statement you fellows put out on that. Now, what will you 
testify to now? 

Mr. Bou. Well, don’t forget 

Mr. Scuerer. That the fifth amendment. 

Mr. Fation. Mr. Boll, why don’t you be like the tire people? When 
you go to buy a tire, that tire will run a hundred thousand miles, but 
here today they don’t know how many miles. 

Mr. Bout. I heard about that. Somebody told me that was the 
way to answer that question. 

But they vary. There are so many variable conditions, but on the 
average you should get 50 percent more time between overhauls. 

Mr. Scuwencet. How much? 

Mr. Boww. Fifty percent. 

Mr. Scuwencet. Fifty percent more ? 

Mr. Botu. Yes. 

Mr. Scuwence.. Life? 

Mr. Boru. Yes. 

Mr. ScuwenceL. Longer life. 

Mr. Botxi. Between major overhauls; correct. 

Mr. Scuwenceu. Now, on a 40,000-pound truck, what would be the 
total difference in cost, original cost, of the truck, gasoline truck, as 
compared to diesel ? 

Take any, just so you have a comparable figure, equal rates. 

Mr. Bortz. All right; 55. 

Mr. Scuwence.. All right. 

Mr. Boru. Twenty-two hundred. 

Mr. ScuweEnce.. What is it? 

Mr. Boi. Twenty-two hundred. 

Mr. Scuwenecer. That much more? 

Mr. Bouu. Yes. 

Mr. Scuwencet. I am talking about the original cost of each. 

Twenty-two hundred ? 

Mr. Bort. Oh, no. Twenty-two to twenty-nine hundred are the 
differentials. 

Mr. Scuwencet. I see. 

Now, what is the original cost of that, the total cost of each? 

That is the figure I want. 

Mr. Botx. About 6,500 to 9,000. 

Mr. ScuweEncet. 6,500 to 9,000? 

Mr. Botx. Seven to nine thousand six hundred. 

Mr. ScuwEnce.. Seven to— 

Mr. Boru. 9,600. 

Mr. Scuwencet. Then there is quite an advantage 

Mr. Botan. Yes. 

Mr. Scuwencet. In favor of diesel that you use in your sales talk? 

Mr. Bott. No. 

Exeuse me. I must have misunderstood your question. 

I thought the question you asked us was: What was the initial price: 
of a diesel-powered vehicle? 

Mr. Scuwencet. That is right. 

Mr. Bot. Versus the initial price of gasoline-powered vehicle? 

Mr. Scuwence. That is right. That is what I want. 














NATIONAL HIGHWAY PROGRAM 1315 





Mr. Bouu. And the answer is it is roughly in this ratio. Bear in 
mind, manufacturers have different units they use on our engines, and 
we do not build the trucks. It is roughly in the ratio of 7,000 for the 
gasoline job, to 9,600 for the diesel job. 

Mr. ScuweEnceL. In other words, the original cost is not 50 per- 
cent more? 

Mr. Gentry. No; nothing like it. 

Mr. Bout. No. Oh, no. 

Mr. Cramer. I would like to ask one question. 

Mr. Fation. Mr. Cramer. 

Mr, Cramer. I notice here in this magazine for April of 1953 they are 
comparing the cost of operations of different vehicles. Where diesel 
vehicles are discussed, it says: 

There is much evidence that, in general, diesel vehicles are making smaller 
tax contributions for highways in most States than corresponding gasoline- 
powered vehicles. 

In this instance they are discussing 55,000-pound combination power 
truck. 


The diesel vehicle is commonly assumed to use about two-thirds as much fuel 
as its gasoline-powered counterpart. Consequently, in States where diesel fuel 
is taxed at the same rate as gasoline and there are no other special taxes on 
diesel vehicles, the annual saving to the operator in taxes paid is substantial. 

The example used in this study, the study of eo versus diesel, 
shows the saving amounts to approximately $270 a yea 

Would you say that is a reasonable estimate, saving in | taxes ? 

Mr. Bout. Those must be actual figures that you have from that 
report there. 

Mr. Cramer. Would you say that by imposing an additional 4 cents 
on diesel that it equaled the $270 disproportionate present tax payment 
or it would be greater than that, or how do you estimate it ? 

Mr. Bort. Does that report there indicate the gallonage cost of the 
fuel? 

Mr. Cramer. Pardon? 

Mr. Bot1.. Does that report indicate the gallonage cost of the fuel ? 

Mr. Cramer. It may somewhere. I don’t know. That is the sum- 
marization. 

Mr. Bout. I think one thing you have got to be careful of there is the 
fact you are not trying to add as tax a differential equal to the differ- 
ence in selling price between gasoline and diesel, tax excluded. m 
other words, if the oil companies are in a position to sell diesel fuel at : 
cheaper price than gasoline, then I don’t think it is right to look ae 
that as a differential that you can add for tax purposes. 

Mr. Cramer. Assuming the saving is $270, is if your estimate that 4 
cents additional diesel on the average use per year of that type of 
vehicle would exceed, equal or be less than $270 a year? 

Mr. Bott. I think we would have to figure that a 

Mr. Cramer. You are not capable, then, of making an estimate on 
the number of gallons of diesel used per year as an average on this 
type of vehicle times 4 cents? 

Mr. Botx. I said we could figure it out. 

We will figure it out. 

Mr. Cramer. Will you submit those figures? 

Mr. Bott. Sure. 

Mr. Cramer. Thank you. 
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Mr. Fatiton. Any further questions? 

Thank you very much Mr. Boll, 

Mr. Fauvon. Allright. Thank you. 

Mr. Faution. Is Mr. Gorman here? 

I understand Mr, Gorman was here and left a statement and asked if 
it couldn’t be put in the record. 

Without objection, we will put it in the record at this point. 

(The statement of Private Truck Council of America, Inc., will be 
found on p. 1329.) 

Mr. Faxon. Is Mr. Hassler here? 

Mr. Hassier. Yes. 

Mr. Fatuon. Mr. Hassler, would you give your name and the 
organization you represent to the reporter, ple: ase? 


STATEMENT OF PAUL HASSLER, HASSLER TIRE & RUBBER CO., 
ST. JOSEPH, MICH. 


Mr. Hasster. My name is Paul Hassler, St. Joseph, Mich., and I 
own and operate Hassler Tire & Rubber Co. I am a large tire 
recapper. 

Mr. Fation. Speak a little louder, Mr. Hassler. 

Mr. Hasster. I’m not accustomed to public speaking. 

As a large tire recapper, this bill, as proposed now, is about the 
end of my business career in the tire business. 

There is much more recapping going on now that there was before 
World War II, and there is more recapping going on than there is 
new truck tire sales. 

With better methods coming, better materials and the construction 
of new tires, tubeless tires coming onto the market, nylon and wire- 
cord construction tires will make us be able to recap more tires, more 
types and a casing now, which is the tire body, may get as high as 
300,000 miles after recapping. 

Mr. Gentry. How many ? 

Mr. Fation. How many miles? 

Mr. Hasster. 300,000 before it is junked. Some you only get 50 
miles. 

It depends on the mileage, the road condition, the load, type of 
operation, drivers, many other factors of that nature, which you 
gentlemen are familiar with. 

Now, if the tax is 74 cents per pound on ten hundred and twenty, 
a hundred and ten pounds, we would have to pay—rather, the truck 
would have to pay $8.25 on that tire. Now, if we recapped it 5 times 
the tax would be $41.25. You can check my figures. 

Mr. Gentry. No; no. I am just trying to keep up with you, Mr. 
Hassler. 

Mr. Hasster. All right. And the new tire only carries a $16 tax, 
you see. Now, that is ‘not fair to the independent tire dealer. I am 
one of the few independent tire dealers that relies on recapping alone 
for a living. 

Mr. Fatxion. Mr. Hassler, would you pause there for a minute? 

I understood you to say the tax on a recap would cost $8.50. 

Mr. Hasster. 25 cents, if you included the weight of the casing? 
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Mr. Faxon. It would be 8—what? 

Mr. Hasster. 8.25. 

Mr. Fauion. $8.25? 

Mr. Hasster. Including— 

Mr. Fatton. How many miles would that be good for after it was 
recapped ? 

Mr. Hasster. I am speaking for Mr. Hassler’s company, no other 
recapper. 

We average 65,000 miles on a tank truck, tandem tractor-trailer. 

Mr. Fatxon. All right. Let me ask you one further question. 

Mr. Genrry. For recap? 

Mr. Hasstrr. Yes, sir. 

Mr. Fatxion. You said the tax on a new tire is $16¢ Did you say 
that? 

Mr. Hasster. With your present increase. 

Mr. Fauton. With the present increase. How many miles does a 
new tire get on it? How many miles do you get out of a new tire? 

Mr. Hasster. It depends on operations. It depends on drivers. 

Mr. Fatton. Well, give us—— 

Mr. Hassuer. Well, a good average on ten hundred and twenty 
would be 40,000 miles. 

Mr. Faxton. 40,000 miles? 

Mr. Hassuer. On a conventional tire. 

Mr. Faxon. So, you get 65,000 miles on a retread ¢ 

Mr. Hasster. On my type of retread. 

Mr. Fation. For which you pay $41.25 ¢ 

Mr. Hasster. That is right. 

Mr. Faxon. And you get 40,000 miles out of a new tire, on which 
you pay $16tax? Is that what you said! 

Mr. Hasster. Yes, sir. 

Mr. Faxon. All right. 

Mr. Hasster. But the only reason I have that extra mileage is 
extra treading. We have conventional treading and extra treading, 
Conventional treading will not give you that results in miles, So, 
therefore you use more rubber. 

Mr. Donvero. If you would get away from that microphone just 
a little bit, we could hear you better. 

Mr. Fation. You can move back a little bit. Don’t turn your head 
to the side because the reporter has to hear what you say, too. 

Mr. Hasster. I am only a backwoodsman coming here. 

Mr. Gentry. You are doing all right, Mr. Hassler. 

Mr. Hassler. Getting back to this recapping, heavier rubber is 
what I used, which takes more pounds of rubber per tire than con- 
ventional recapping, you see. 

We have full caps and top caps. Full caps comes down the side- 
wall of the tire, preserves tires which would ordinarily be junked with 
only top capping. That is another development that has come in the 
tire inddiealary the last 2 years, where we can get successful full capping 
on truck tires. We couldn’t do that before. So, we save more casings. 

So, in comparison, the new tire tax is way below the recapping tire 
tax ; and, after all, we are only little men against big rubber companies. 
We don’t want you to put us out of business. The big companies are 
trying to drive us out of business. They want us out of the way. 

63235—55—pt. 2—15 
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And when I deliver that tire you want me to pay a tax on that tire. 
I don’t get paid for that tire for 30, 60, or 90 days. Sometimes I 
never get it. You know how the truckers are? 

Mr. Fatton. Now 

Mr. Hasster. Not all truckers. 

Mr. Gentry. Just some of them? 

Mr. Hasster. I have got my problems. So have they. 

So, if I capped a hundred tires, truck tires, a week, which I am 
doing more than that now, in the month I got to pay $3, 080 to you 
people. 

Now, gentlemen, I have got to jump to keep up with one of your tax 
collectors. Don’t let me have to jump for another. 

Talking about recapping as a thing that may be played with— 
well, if the new tire companies leave us alone, we will recap tires 
many more times than what they are being recapped now due to the 
fact of nylon. 

Now, nylon is very strong material. It is replacing rayon fast. 
The price is a little bit higher, but it is not high enough to admit the 
fact we are going to sw itch to nylon. 

We went from cotton torayon. Now we are going to nylon. 

If it gets in the wire cords, which they are developing now, we are 
going toc ap a tire 10 times, maybe 11 or 12. 

So, you can see how a thing grows from a small $8.25 tax; and 
the new tire companies don’t have to pay that money. Of course, they 
can cut us off with rubber. That is about all they can do to us, and 
drive us out of business. 

Mr. Fatxion. Mr. Hassler, where do you buy your camelback 
material ? 

Mr. Hasster. I buy most of my merchandise from Ribbon, Inc., in 
Chicago, which handle Firestone, Goodyear, Miller and U. S. 

Mr. Fatton. How many of these types of companies supply camel- 
back in the United States? Do you know? 

Mr. Hasster. There is an awtal lot of them. 

One of your big independent suppliers you got a telegram from this 
morning, Oliver Recap Co. in California. 

Mr. Fatton. Yes, we got a telegram from them, too. 

Mr. Hasster. Yes. I didn’t hear what they had to say. 

Mr. Fation. Do you know how many there are? 

Mr. Hasster. What? 

Mr. Fation. How many of these supply companies are there? 

Mr. Hasster. I imagine 50 or 60. 

Mr. Fatwon. Fifty or sixty ? 

Mr. Hasster. That is a fair statement. I don’t know for sure, but 
every tire company that makes camelback—now, I service about 30,000 
pieces of equipment in the Midwest area there, and none of them are 
8.20 tires. They are 900 and larger, and there are other recappers in 
the same position I am in. 

We will just be done. That’s all. We will have to weigh the tires 
to find out how much they weigh to put your tax on them. That is 
more expense. 


We can’t even afford a secretary now. We are going to have to get 
somebody to weigh the tires for us. 

You really threaten the retread industry and ruin the independent 
recap because we don’t sell no new tires. 
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We have got no appliances. I mean all we have got to sell is low- 
cost mileage. 

When a major rubber company is competing against me for a 
customer, I have got to perform a better job to get that customer be- 
cause I have got to get my money quicker or I am done, whereas the 
rubber company can go in there ‘and say “We will give you so much 
time to pay it.” 

If I can’t do a better job, I am out of business. 

You better let me close with that thought, and I would be glad to 
answer any questions you would like to have on recapping. M: iybe 
you can accomplish more that way. 

Mr. Fation. Thank you very much, Mr. Hassler. 

Any questions on my right? 

Mr. Gentry. Mr. Hassler, your testimony here to me conclusively 
shows if we are going to get any money out of tires we are going to 
have to tax retreads 

Mr. Hasster. Yes, but 

Mr. Gentry. Because you tell us—you assure us—under the new 
order of things, that is, the nylon tire, that the retreads will go up in 
number to almost any amount up to 10, 11, and 12. 

Mr. Hasster. Well, ask the du Pont Co. They will give you their 
answer. 

One man says he doesn’t believe what Du Pont says, but I think— 
I believe in Du Pont. 

Mr. Gentry. All right. 

_ You say you are getting approximately 40,000 miles out of a new 
tire. 

You remember the Du Pont advertisement of last week said their 
new tires, their new nylon cord, would give you 145,000 miles? 

Mr. Hasster. Yes. 

Mr. Gentry, You would get that much mileage out of a new tire? 

Mr. Hasster. I have seen it performed. 

Mr. Gentry. And they said with 2 retreads, just 2, you get 205,000 
miles. 

If you go up into retreads of even 6 or 7 or 8, that tire is going to 
last on the ordinary truck 8 or 10 years. 

Mr. Hasster. What I am talking about is 

Mr. Gentry. The manner in which we collect the money from you; 
is that it? 

Mr. Hasster. No, sir. 

That is one of them; yes, sir. 

Let me retract that. 

But you are now letting the big rubber companies get away with 
only 10 cents a pound increase when you are socking the job on the re- 
capper. 

Mr. Gentry. Well, I think you have got a good point. 

Mr. Hasster. I think you should go ) back up on your new tires and 
keep your recaps down and keep it competit ive 

Mr. Gentry. I think you have a good point there. I think you 
really have. 

Mr. Hasster. Then they have got plenty of money and you keep 
me in business. 

Mr. Gentry. Now, if we tax them properly, Mr. Hassler, do you 
think $8.25 is too much tax on a retread when you are going to get 
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as much as 65,000 miles for it, if we collected in a manner that doesn’t 
make it onerous on you, if it could be collected in some manner that 
will not be onerous or burdensome on you by making you carry it for 
months and months? 

What about that? 

Mr. Hasster. If you can collect that money when I produce that 
tire, I will let you handle my end of it. 

Mr. Gentry. You think $8.25 would be all right? 

Mr. Hasster. If we could survive, because the trucker has still got 
to use a recap to get that low-cost mileage operations. 

Mr. Gentry. I want to say to you in the next election you will prob- 
ably be speaking for Soapy Williams or Senator Ferguson. 

Mr. Hasster. Well 

Mr. Gentry. You are doing all right. 

Mr. Fatxton. Any further questions on my right? 

Mr. Criark. One question. 

Mr. Fatton. Mr. Clark. 

Mr. CuarK. You stated you are getting approximately 40,000 miles 
on a new tire today. Would that be a 9.00 and a 10.00? 

Mr. Hasster. That was 10.20 tire size I was quoting. 

See, all operations don’t get the same. 

You know that. 

A man in a stone quarry can’t get 20,000 miles on a tire. Maybe he 
tears up two; yes, he put tires on the truck going down the road that 
will give a hundred thousand miles. 

Now, the tire you were talking about was a heavy lug tire that will 
give 145,000 miles. 

Well, that wasn’t all on driving. Some of that could have been on 
a trailer. 

Then you get a tandem trailer—that wears out faster than a single 
axle; but on the 10.20, put on right, maintained right, switched and 
made up properly, 40,000 miles is a fair average on a conventional tire, 
I would say. 

Mr. Crark. And on your retread, then, you say that you will get 
65,000 miles? 

Is that plus your 40,000? 

Mr. Hasster. Well, you have already got that before I go to work on 
the tire. 

Mr. Crarx, And then you are going to add another 65,000 on top 
of the 49? 

Mr. Hasstzr. Yes. 

Mr Crarg. All right. 

Mr. Hassuer. A couple, four times maybe. It depends on the casing. 

Mr. Cruark. I wish that when I was in the trucking business I could 
have gotten recaps like that. 

Mr. Hasster. Well, you was in too early. Time changes. 

Mr. Fatson. Any questions on my left? 

Mr. Donprero. You should talk with Mr. du Pont, Mr. Hassler. He 
has been here all afternoon. He would like to hear what you have to 
say. 

Mr. Hasster. I was born and raised in New Jersey. [have only left 
Delaware 2 years ago. Ihave been very close to him. 

Mr. Donpgro. He has been here pretty near ‘all afternoon. 
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Mr. Hasster. I know. 

They thought the treading industry didn’t have much interest in 
this thing. 

Well, it seems that most recappers thought it was so fantastic a 
thing when it first come out that it couldn’t pass. It was fantastic 
all right, but I thought either I am in or out of business. I thought I 
would go to Washington and find out whether I am going to come 
home in a bucket or a Cadillac. I mean that is the difference it made 
to me. I mean I am in business or I am out of business. That is all. 

Mr. Fatuon. Mr. Schwengel. 

Mr. Scuwenceu. Do you recap for touring cars? 

Mr. Hasster. I don’t touch a passenger car. I leave that up to 
other recappers in the competitive tire business. 

Some are in on a volume deal. Some are in on pay as you go. 

See, you got your new tire competition there, your Sears and 
Roebucks, Montgomery Ward competitors—a dollar and a quarter 
now and when you get me you get the rest, you know. 

Well, I can’t afford that kind of business, and I have been lucky to 
be able to understand truck tire recapping and tried to capitalize on 
that for a living. 

Mr. ScHwencet. Do you know anything about the life of a pas- 
senger-car tire compared to a truck tire ? 

Mr. Hasster. Yes, sir. 

Mr. Scuwencet. What would you say would be the average life of 
a truck tire compared to, say, the life of a tire on a Chevrolet, Ford, or 
Plymouth ? 

Mr. Hasster. Take the tires of today, not what was built last year 
or the year before. We'll take a brand new tire—I won’t cite any 
brand—just come off the production line, with nylon cord. Your 
tires are definitely going to nylon, in my opinion, like Du Pont will 
tell you, but a truck tire with nylon cord, I believe, will last up to 
10 years. 

We have them now on 3 and 4 and 5 years. 

If they are in the city, they last a long, long while. Over-the-road 
operations you won’t get that kind of life. 

Proper maintenance, proper time for recapping—yes, you can get 
longer life. 

A passenger-car tire—you can take that and get maybe two caps 
out of it and then the body of that tire will be so fatigued that it 
doesn’t pay to cap any more and you better get a new tire. 

Mr. Schweneet. What would be the total mileage you would have 
on your passenger tire then compared with your truck tire? 

Mr. Hasster. Oh, well, you can’t—nowheres near that. You have 
got the same thing—hot-rod drivers, an old man driving 

Mr. Souwenecet. I know, but the average man 

Mr. Hasster. You know what I mean. You can’t compare—— 

Mr. Scuwencei. The average sane driver—what would you say ? 

Would you say 80,000 miles on a tire, a new tire, with your recap- 








pings 

r. Hasstzr. You got to go some to get 80,000 miles on a passenger 
car with two recaps. 

Mr. Scuwencet. You do? 

Mr. Hasster. Yes, sir. 

Mr. Scuwence.. Probably 60,000, more likely ? 
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Mr. Hasster. Well, I think these low-pressure tires wear out about 
24,000 miles. Some are getting more; some are only getting 15,000. 

Mr. Scuwencet. So, with your recapping 60,000 miles would be 
pretty high ? 

Mr. Hasster. Most recaps will give almost the same mileage as new 
tires. 

Mr. Scuwencet. And the truck tire would probably give 25,000, 
30,000, according to your statement, that is, the nylon ? 

Mr. Hasster. Yes. I expect to see more than that with wire cord 
coming. 

Mr. Scuwencet. That is all. 

Mr. Gentry. Du Pont says you will get 205,000 miles on two recaps. 

Mr. Fautuon. Any further questions? 

Mr. Cramer. I have just one question. 

What percentage of your business is in large tires, eight and up? 

Mr. Hasster. All of my business is nine. 

Mr. Cramer. And your figure of $3,200 is based upon the assump- 
tion all of your business would be on a credit basis; is that correct? 

Mr. Hasster. Ninety percent of my business is on 30-, 60-, and 90- 
day basis. 

Mr. Cramer. That is all, Mr. Chairman. 

Mr. Fauton. Thank you very much, Mr. Hassler. 

Mr. Gentry. Mr. Hassler, let me ask you one question: How much 
do you charge for one of those 65,000-mile recapping jobs ? 

Mr. Hasster. Twenty-six dollars. 

Mr. Gentry. Twenty-six dollars. 

Mr. Fatton. You did a very good job. 

Mr. Hasster. Thank you. 

Mr. Fatxon. Thank you very much. Is Mr. Temple here? Mr. 
Temple? 

I would like to ask unanimous consent that any member be given an 
opportunity to file a statement in the record at this point, if he desires. 

(The statements referred to are as follows:) 
Hon. CHartes A. BUCKLEY, 

Chairman, Public Works Committee, 
United States House of Representatives, Washington, D. CO. 


DreAR Mr. CHarRMAN: I wish to call attention to one aspect of the proposed 
highway construction legislation which we are now considering. 

As a method of financing the needed construction, it is being proposed that the 
Federal tax on gasoline, diesel fuel and truck tires be increased. While I am 
basically opposed to Federal gasoline taxes of any kind, I realize that this may 
be the only way part of the program can be financed. If such is the ease, I wish 
to go on record recommending that in any additional tax on gasoline and diesel 
fuel, an exemption must be made for the farmer’s nonhighway use of these 
materials. 

In the big agricultural States like Iowa, progressive farmers are perhaps the 
largest nonhighway users of gasoline and diesel fuel. Additional tax on these 
items, which are used solely on the farm, works a definite hardship on this seg- 
ment of our economy. 

Some provision must be made at the outset to exempt the farmer from the 
tax on gasoline and diesel oil used for this purpose, or a system set up whereby 
a tax refund can be secured through regular channels. On this matter, I join 
with the other Congressmen from Iowa in opposing any increase in the Federal 
tax on gasoline and diesel fuel which does not take into account an exemption 
for the farmer’s nonhighway use of the same, or in lieu of an exemption, a system 
for a tax refund on materials so used. 

Respectfully submitted. 

Frep SCHWENGEL, Member of Congress. 
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STATEMENT OF Hon. CHARLES B. HOEVEN, E1egutH District or Iowa 


Mr. Chairman, I urgently recommend that the Committee on Public Works in- 
corporate in the provisions of H. R. 7072, now under consideration by your com- 
mittee, an exemption or refund from continued Federal taxation of gasoline used 
in tractors and other farm implements. 

This form of taxation is discriminatory as far as highway legislation is con- 
cerned. The use of gasoline in tractors and other farm equipment has no re- 
lationship whatsoever to the use of highways. Such gasoline is used in the pro- 
duction of food and farm commodities. In this connection, I want to emphasize 
the fact that agriculture is the only segment of our economy on which is imposed 
a burdensome tax on a major production supply. It is well known that gasoline 
is the major source of power in agriculture, and thus a Federal gas tax in reality 
becomes a tax on power used in the production of food. 

A straight increase in the Federal tax on gasoline would only serve to further 
raise agricultural production expenses at a very time when farm income is de- 
clining and when the farmer is right in the middle of a cost-price squeeze. An 
increase in the Federal tax on gasoline at this time without provision for a refund 
of the tax when such gasoline is used for agricultural purposes would only further 
add to the farmer’s burden. It is difficult for me to see how the continued taxa- 
tion of gasoline used by the farmer without provision for a refund can be justified. 

I represent a congressional district in the State of Iowa which is almost en- 
tirely dependent upon the welfare of the farmer. The Iowa Farm Bureau Fed- 
eration is the largest farm organization in the State of Iowa and has taken a 
positive position in favor of refunding this Federal gasoline tax. I fully concur 
with their views. Let me urge the committee to incorporate a tax-refund pro- 
vision in any bill which the committee may report to the House of Representatives. 


STATEMENT oF Hon. Kart M. LeCompre, a REPRESENTATIVE FroOM THE STATE OF 
Iowa 


I would like to add a word in the hearings on the subject of the proposed in- 
crease in the Federal gasoline tax that is provided in the Federal-aid highway bill 
now before your committee. I take this opportunity to urge as strongly as pos- 
sible that provision be made for refunding to the user, both the proposed Federal 
gasoline tax, if adopted, and the Federal gasoline tax now in effect, where its use 
is limited to nonhighway purposes. I feel there is no justification in requiring 
our farmers to pay a tax on gasoline consumed on the farms, since the revenue 
is supposed to be solely utilized in building and maintaining our highways. A 
great many of the 48 States already recognize this principle and have provided 
for refunding the State tax collected where the gasoline is used exclusively off 
the highways, particularly for agriculture purposes. 

Before this bill is reported to the House, I hope provision will be made to per- 
mit nonhighway users to have the Federal tax refunded whenever the gasoline 
is used any place except on the highways. This is a mechanical age, and our 
farmers use large quantities of gasoline for all kinds of gasoline engines, and for 
their powered equipment. They should not be required to pay a Federal tax on 
this gasoline. 


House or REPRESENTATIVES, 
Washington, D.C., July 14, 1955. 
Pustic Works CoMMITTEE, 
House of Representatives, 
Washington, D. C. 


Mr. CHAIRMAN: It is my sincere hope that in reporting a new road bill that you 
will be able to do so without including therein a provision to raise the present 
Federal gasoline tax in any amount. However, in case in your wisdom you 
find it necessary to increase the present Federal tax on gasoline, that you also 
provide that all such increase paid on gasoline used by those engaged in agri- 
cultural pursuits and in the furtherance of agriculture be refunded to the person 
or persons paying same upon proper application being made therefor. I respect- 
fully suggest that in those States where a similar refund is allowed to those 
engaged in agricultural pursuits by the State on the gallonage used for agricul- 
tural purposes, you provide that a duplicate of the application made to the State 
will be sufficient for the Federal Government. 
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May I congratulate you and the members of your committee for the diligent and 
conscientious werk you are doing in your endeavors to get a satisfactory and 
workable road bill. A a former member of your distinguished committee I have 
some understanding of the task you have undertaken. 

PavuL CUNNINGHAM. 


STATEMENT OF Hon. JAMES I. DOLLIVER, A REPRESENTATIVE IN CONGRESS FROM THE 
STATE oF Iowa 


The exemption of the gasoline tax in this measure of nonhighway users is 
a matter of simple justice. The obvious purpose of levying this new tax is to 
pay the cost of the highway program. Unquestionably, the cost will be high 
and it is generally agreed that the principal share of the cost should be borne 
by those who benefit by using the higways. 

But the gas tax should not be levied on those who use the gasoline in field- 
work on farms, and in operating tractors and other gasoline using machinery 
off the highways. This is of special importance in the State of Iowa and all 
agricultural districts where many hundreds of thousands of dollars are spent 
each year for gasoline which is not used to propel vehicles on any highway. 

I have introduced legislation in this Congress to exempt from the already 
existing gasoline tax nonhighway use by farmers—H. R. 1783. I hope the 
Congress will give favorable consideration to this measure. 

I feel sure that administrative provisions can be written into the law, with- 
out undue difficulty, providing for administration of this exemption. Such a 
method is used in the State of lowa where a refund of gasoline tax is made to 
those using it off the highways. 

I favor the exemption proposed for nonhighway users of gasoline. 


Mr. Fatwon. I would like to ask unanimous consent for the Farmers 
Union to file a statement in the record at this point. 
(The statement of the Farmers Union is as follows:) 


NATIONAL FARMERS UNION, 
Washington, D. C., July 9, 1955. 
Hon. CHARLES A. BUCKLEY, 
Chairman, Committee on Public Works, 
House Office Building, Washington, D. C. 


Dear CONGRESSMAN BuCKLEY: Thank you for asking for our views concern- 
ing the proposed taxation sections of the subcommittee highway construction 
bill. 

It is our considered opinion that the recommended increases in excise taxes 
on gasoline, diesel oil, and tires should be deleted from the bill before it is 
approved by your committee. National Farmers Union is on record before your 
committee in favor of greatly increased Federal appropriations for highway 
construction, particularly for farm-to-market roads. The needs of efficient 
marketing of farm commodities, all-weather transportation of farm children 
to consolidated schools, and the present inadequacy of our highway system 
with respect to national military and civilian defense all require that greater 
attention be given to highway repair, modernization, and improvement. In 
most of the States where such expenditures are most needed, State govern- 
ment fiscal capacity and sources of additional revenues are already severely 
strained. Pushing off the burden on the States or requiring an overzealous 
State matching of Federal funds is both unfair and ineffective in attempting 
to reach the goal of a better highway system. Briefly, we believe the Nation 
should greatly improve its highways and that the bulk of the financial burden 
should be borne by the Federal Government. 

We are convinced that proposed expenditures of Federal funds should be 
considered on the merits of the proposed use of the money expended—in this 
ease highways. We believe increase expenditures are justified and needed, 
not only to improve our transportation system but also as an additional measure 
to facilitate and promote an expanding full-employment economy. This con- 
sideration of what Federal expenditures to make is one subject. The matter 
of how Federal Government revenues are to be levied is quite another subject. 
Congress reaffirmed the primary importance of this principle in the most recent 
Legislative Reorganization Act by setting up the tax writing Ways and Means 
and Finance Committees separately from the several substantive subject-matter 
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committees such as Agriculture, Public Works, Education, and Labor, and the 
others, and separately from the Appropriations Committees. 

What kind of highway system to have, how well to keep it repaired, how 
rapidly to expand and improve it, is a substantive matter to be considered and 
determined upon the merits; how much to spend on the program in any given 
year is an appropriations matter to be determined in relation to Federal 
budgetary situation and the relative urgency of other claims on Federal 
appropriations. 

On the other hand, the consideration and determination of the rates of excise 
taxes on gasoline, diesel oil, and tires is a revenue matter to be decided upon 
the merits of different means of raising Federal revenue, the relation of Federal 
taxation to State tax systems, and the incidence of different tax proposals on 
individual citizens. The test of the financial provisions of the highway bill is 
in these considerations. 

By this test, the proposed increases in excise taxes on tires, gasoline, and 
diesel oil are not good. National Farmers Union and the State Farmers Union 
organizations have a record of over 50 years’ opposition to toll roads and bridges. 
Special excise taxes on highway-using supplies is a built-in toll road in disguise. 
As a matter of fact, excise taxes on gasoline and diesel oil to pay highway 
expenditures is even worse than the toll-road principle when no exemption is 
made from the excise tax for gasoline and motor fuel and tires not used on 
highways at all but in plowing and cultivating farm fields. We believe that the 
proposed increased excise taxes would be unfair to all highway users and 
particularly unfair and unjust to farmers. There is no justification that we 
can see in logic, commonsense, or justice as to why farmers should be singled 
out to pay increased taxes of a very specific type directed primarily at them 
solely because they happen to have to use on their fields the gasoline, motor fuel, 
and tires that are used by highway-using vehicles. 

We strongly urge your consideration of these principles. Highways should 
be built where, when, and to the extent needed to adequately serve all the people 
in the Nation. They should be financed from local, State, and Federal funds 
in relation to the fiscal capacities of the several units of government. 

The taxation system of the Federal Government should be grounded on the 
ability-to-pay principle of the corporation and personal-income taxes and exicse 
taxes on luxuries. Federal revenues should not be raised through retail or 
manufacturing sales taxes nor any other form of regressive, logrolled, gerry- 
mandered combination of specific penalties on farmers who use tractors on their 
fields instead of horses, or who pump water with a diesel motor instead of elec- 
tricity, and other special and specific groups. 

The proposed excise and sales tax increases have no place in a highway- 
construction bill. They should be separately considered and rejected on their 
own demerits. To tie them to the highway bill is to endanger passage of needed 
legislation to improve our transportation system. 

Imposition of increased sales and excise taxes on motor fuel and tires will 
increase the cost of production of farm commodities and other goods and services. 
Such taxes are passed along throughout the length of the marketing channel 
and in the final analysis is a tax paid in part by the farmer in increased cost of 
production and in the remaining part by consumers in the grocery store. 

We deeply hope that your committee will reject the financial provisions of 
the subcommittee bill, and then report out a bill to the House that will provide 
for an expanded and improved Federal contribution to highway improvement, in- 
cluding farm-to-market roads. 

Sincerely, 
JAMES G. Patton, President. 

Mr. Faxon. I would like to make the same request for letters from 
the National Automobile Dealers Association and the Associated 
Petroleum Industries of Pennsylvania. 

(The letters referred to are as follows:) 


NATIONAL AUTOMOBILE DEALERS ASSOCIATION, 


Washington, D. C., July 11, 1955. 
Hon. CHARLES A. BUCKLEY, 


Chairman, Committee on Public Works, 
House of Representatives, Washington, D. CO. 
My DerAr Mr. CHAIRMAN: It has come to the attention of the National Auto- 
mobile Dealers Association that the Fallon subcommittee has agreed to recom- 
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mend to the full committee an additional 2 percent Federal excise tax on trucks 
as a partial means of financing the Federal Aid Road Act. 

The National Automobile Dealers Association fully appreciates the absolute 
necessity of an expanded and improved highway system in the United States. 
Recognizing their responsibility to assist in obtaining such improvements, the 
30,000 new automobile and truck dealers through their board of directors, have 
unanimously endorsed a program to provide for the completion and moderniza- 
tion of the Interstate System within 10 years, as well as the continued improve- 
ment in the intrastate system. This position has been announced to the Mem- 
bers of Congress as well as the President of the United States. 

It is equally clear, however, that the position of the franchised new auto- 
mobile and truck dealers of America is that they are vigorously opposed to any 
increase in Federal excise taxes on cars, trucks, parts and accessories. In rela- 
tion to luxuries and other less essential products, the automobile and truck 
industry bears an excessive share already of the excise tax burden. The con- 
tinuation of such highly discriminatory taxes, much less a proposed increase in 
them is not in the public interest. 

We urge that the proposal to increase the Federal excise tax on trucks be 
rejected and that further consideration be given to some other method of fi- 
nancing the proposed highway program. 

Respectfully, 
FREDERICK J. BELL, 
Executive Vice President. 


ASSOCIATED PETROLEUM INDUSTRIES OF PENNSYLVANIA, 
Harrisburg, Pa., July 8, 1955. 
Hon. CHARLES A. BUCKLEY, 
Chairman, House Public Works Committee, 
House Office Building, Washington, D. C. 

DraR REPRESENTATIVE BUCKLEY: As chairman of the House Public Works 
Committee it was felt that you would be interested in reading the attached 
policy statement regarding current highway proposals of the Associated Petro- 
leum Industries of Pennsylvania as transmitted to the Members of the United 
States Congress from Pennsylvania. 

This association feels very strongly about the abolition of the 2-cent Federal 
gasoline tax. Return it to the various States to be reimposed as needed by the 
various States and delegating the highway construction program to the States. 
As set forth in the policy statement this would not jeopardize a Federal highway- 
aid program. 

It would be greatly appreciated by the petroleum industry if you would give 
the attached statement your very careful consideration. 

Sincerely yours, 
W. F. RicHaArpson, 
Executive Secretary. 


ASSOCIATED PETROLEUM INDUSTRIES OF PENNSYLVANIA, 
Bradford, Pa., July 7, 1955. 
To the Members of the United States Congress from Pennsylvania: 


We are submitting herewith a statement of policy of the Associated Petroleum 
Industries of Pennsylvania with reference to the pending highway program which 
is being considered by the Congress of the United States. 

The Associated Petroleum Industries of Pennsylvania is an organization of 
oilmen who represent every phase of the petroleum industry in Pennsylvania and 
includes affiliated local committees in each of the 67 counties. 

The association is vitally concerned and interested in all highway programs 
and has constantly favored good roads for over 20 years. That is why the execu- 
tive committee has studied and considered the several proposals for highway 
improvement now before the Congress. 

You will note in the policy statement that the petroleum industry favors an 
expanded program of highway construction. The basis of disagreement with 
respect to the Clay Committee recommendations, Senate bill 1048, and with other 
proposals to increase Federal participation in financing of highway programs, 
relates to the method of financing; the domination of the State governments by 
the Federal Government, and the preservation of free enterprise of businesses 
on the Interstate Highway System. 
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The Associated Petroleum Industries of Pennsylvania strongly favors the 
prompt repeal of the present 2-cent Federal excise tax on motor fuel, leaving 
to the States the right to reimpose it for highway purposes to the extent needed. 
We believe that such action on the part of Congress will go a long way toward 
solving current highway problems. 

It is hoped that you will give the views expressed in the association’s policy 
careful consideration. 

Very truly yours, 
J. B. FisuHer, Chairman. 

Attest: 

W. F. RIicHARDSON, 
Eexecutive Secretary. 


Poticy STATEMENT OF THE ASSOCIATED PETROLEUM INDUSTRIES OF PENNSYLVANIA 
REGARDING CURRENT HIGHWAY PROPOSALS 


The Associated Petroleum Industries of Pennsylvania, comprising all segments 
of the oil industry in this Commonwealth, has long been concerned with legisla- 
tion affecting highways and taxation of petroleum products. This organization 
has consistently favored adequate highways and streets. It has always been 
willing to cooperate with all those working for prudent and progressive highway 
policies. 

Accordingly, the membership of the Associated Petroleum Industries of Penn- 
sylvania earlier this year directed its executive committee to review, within the 
framework of the organization’s traditional policies and from the viewpoint of 
the best interests of the motoring public, the several proposals for highway 
improvement currently pending in Washington and to publish its conclusions for 
the information of the membership of the Associated Petroleum Industries of 
Pennsylvania, of affiliated groups interested in highway progress, and of the 
motorists of this Commonwealth. 

The executive committee has carefully studied these proposals and has come 
to these conclusions : 


1. An adequate and continuing program of highway development, keeping pace 
with growth and change in our natonal economy, is essential to the publie 
welfare 

Increases in both the use and the number of motor vehicles require a continu- 
ing expansion and improvement of the Nation’s highways in accordance with 
earefully devised plans that over a period of years will serve the reasonably 
anticipated requirements for all automotive transportation. Highways should 
be constructed and improved in accordance with a priority scheduled based on 
the needs of the largest number of motorists and the requirements of interstate 
commerce and national defense. 


2. Nothing in the current highway situation makes it necessary to abandon the 
traditional responsibility of State and local governments to provide ade- 
quately for the highway and street needs of automotive transportation 

The States and their political subdivisions have built a network of highways 
that serves the Nation well, even though progress here and there has lagged since 
the end of World War II. These highways have been built, for the most part, 
on a pay-as-we-go basis, prudently and in response to the needs of the people of 
the States. Pennsylvanians are proud of the Commonwealth’s highway facilities. 

They are confident that continued progress can be made by their Commonwealth 

government and its political subdivisions, with greater effectiveness and less cost 

than by shifting this responsibility to the Federal Government. 


8. The Federal 2-cent ercise tar on motor fuel should be canceled promptly, 
permitting Pennsylvania and the other States to reimpose it for highway 
purposes to the extent needed 

Pennsylvania motorists now pay the Federal Government approximately $54 
million annually through this form of tax imposed as an emergency relief meas- 
ure 2 decades ago. Sinee the 2-cent Federal gasoline tax was imposed, the Com- 
monwealth has received from the Federal Government in the form of highway 
aid grants less than one-half the amount taken from motorists in Pennsylvania 
by this Federal tax. Certainly this indicates no need for any increase in the 

Federal gasoline tax, as has been proposed recently in the House of Representa- 

tives. 
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Abandonment by the Federal Government of its taxation of motor fuels would 
permit the States to obtain the revenue needed to correct promptly whatever 
deficiencies exist in their highway systems without adding to the already heavy 
tax burden now carried by the motoring public. 


4. The Federal Government under its constitutional responsibility to provide for 
national defense and the carrying of the mails and to promote interstate com- 
merce should continue to contribute highway aid to the States 

Overall highway benefits to the Nation, national defense, delivery of the mails 
and to interstate commerce justify the continuance of a limited amount of 
Federal aid to the States. 

This Federal aid for highways should be paid from general revenue funds of 
the National Government and in no way should be linked with revenues derived 
from Federal excise taxes on petroleum and automotive products, if continued. 

The proposed increase in the Federal tax linked to larger Federal grants would 
lead inevitably to greater control of local highway departments. Conceivably, 
complete domination by the National Government could result from such action. 

Certainly no national highway program predicated on military or civilian 
defense needs should be charged against one group of citizens, in this case motor 
vehicle owners. Such a program, if needed, would serve all the people and 
consequently should be paid for out of the General Treasury as are other items 
of national defense and general welfare. Inasmuch as the National System of 
Interstate Highways has been designated as the principal national-defense 
highway network, it is logical to expect that the Federal Government, through 
grants to the States from the general revenues, should pay for it. 


5. Highways should be constructed, improved, and maintained on a pay-as-you-go 
basis to the maximum extent possible to avoid the additional costs always 
incident to deferred financing 

Only in the case of the most urgently needed projects where current funds 

are not available can abandonment of the pay-as-you-go principle be justified. 
Toll roads financed by bond issues constitute a desirable alternative which ap- 
pears to meet with public favor. But such undertakings should be self-liquidat- 
ing and required to be toll free on complete payment of the indebtedness. Legis- 
lative authority should be required for each individual project to assure its 
need and soundness. When the Federal or State Governments regard as desir- 
able the borrowing of funds for nontoll highways the bonds issued always should 
be the direct obligation of the State or Federal Government issuing them, as the 
case may be. 


6. Controlled or limited acccss to major highways is desirable to expedite heavy 
traffic volumes with greater safety, economy, and facility 


Seneficial aspects of controlled access to highways should not overbalance 
hardships imposed by such limitation. Public highways, therefore, should be 
declared limited access routes only when traffic requirements fully justify the 
designation. 

There is no justification whatever for the proposed absolute and arbitrary 
power of the Federal Government to declare any highway to be of limited access 
without provision for effective coordination with highway departments within 
the States where the highways are located. 


7. Proper legislative safeguards should provide that when access to a highway 
is limited the principles of competitive enterprise shall not be abrogated 


There is a fundamental right of businessmen to serve the motoring public 
competitively as well as the right of highway users to have freedom of choice 
in the selection of goods and services. 

While the Clay Committee recommended, in connection with a controlled ac- 
cess system, that traditional free enterprise be “promoted and that no monopolis- 
tie tendencies develop in the provision of needed facilities to service the high- 
way user with food, lodging, vehicle fuel, and simi'ar needs,” the proposed 
legislation (S. 1160) which resulted from the committee report contains no 
provision to implement the recommendation. 

In order to assure the effectuation of such a policy, State highway authorities 
legislatively should be required to adopt one of the following procedures: 

(a) At points deemed appropriate by such authorities, provide ingress from 
or egress to, adjacent roads, located within the right-of-way in the case of toll 
roads, along which the owners or lessees of commercial facilities on a nonex- 
clusive basis may furnish goods or services needed by motorists; or 
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(b) At intervals deemed appropriate by such authorities, construct service 
roads parallel to the limited access highway so that competitive automotive 
service station facilities and other commercial facilities may be established on 
private property abutting such service roads. 

Effectuation of these procedures would provide for competition and freedom 
of choice that would benefit motorists using limited access highways, whether toll 
or free. 


8. National limitation of truck weight by archaic standards as recommended in 
the Gore bill would infringe the proper jurisdiction of the States 

This regulation of sizes and weights of trucks would place an unwarranted and 
unfair burden on a large portion of Pennsylvania’s 530,000 commercial vehicles 
and the Commonwealth’s 10.7 million people who, by the very nature of today’s 
economy, depend greatly on economical and efficient truck operation for daily 
goods and services. 

Regulation of truck size and weight is properly a function of the State rather 
than the Federal Government. This is not to say that, in the public interest, the 
latter should not urge the States to establish minimum standards to permit the 
flow of commercial traffic between the States unhampered by unnecessary or 
unreasonable restrictions, But it is a perversion of our American system for 
the Federal Government to lay down binding restrictions in a matter that always 
has been within the jurisdiction of the States. 

Accordingly, the executive committee of the Associated Petroleum Industries 
of Pennsylvania believes that in the best interests of the motoring public, each 
of the highway measures now proposed to Congress falls short, in one way or 
another, of the type of legislation which presently is needed for continued progress 
in that field. 

The committee, on behalf of the Associated Petroleum Industries of Pennsyl- 
vinia, urges that the responsible committees of Congress reconsider the pending 
proposals and draft a new bill, along the lines indicated herein, that would pro- 
vide solutions to the highway problem without further burdening the already 
overtaxed motorist, now or in the future, and at the same time promote State 
and local responsibility for highways within a truly American competitive en- 
terprise conception. 


Mr. Gentry. Mr. Chairman, there was a picture shown the Senate 
committee by the Bureau of Public Roads with reference to road tests 
that have been made that was highly important, very material, and 


I believe this committee should take 20 or 30 minutes some time in 
the next day or 2 to look at it. 

Mr. Fation. Mr. Gentry, may I say the committee will meet in 
executive session tomorrow morning at 10 o’clock, and I think it 
would be the proper time to make that suggestion at that time. 

(The following was furnished for insertion :) 


PRIVATE TRUCK COUNCIL OF AMERICA, INC., 
Washington, D. C., July 12, 1955. 
Hon. GrorcE H. FALtLon, 
House Office Building, Washington, D. C. 


Dear Siz: The proposed revenue provisions of H. R. 7072 will cost private 
truck operators in the neighborhood of $200 million a year. 

This matter is so serious we feel that consideration of the tax provisions should 
be studied by the Ways and Means Committee between now and the beginning 
of the next session of Congress. 

Although you granted us an opportunity to appear in person, we were unable 
to complete our statement because of the shortness of time. 

We respectfully direct your attention to the attached statement we would 
liked to have presented in person, 

Yours very truly, 
JAMES D, MANN, Managing Director. 


STATEMENT OF JAMES D. MANN, MANAGING Drrectror, PrivaTe Truck CouNcIL 
or AMERICA, INC. 


We appreciate the opportunity to appear before you and give our views on 
the decision of the House Public Works Subcommittee to have a $24 billion 
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highway program and expand the Interstate Highway System to be financed 
by increased highway-use taxes, as follows: 


Increased gasoline tax from 2 to 3 cents. 

Increased diesel fuel tax from 2 to 6 cents. 

Increased taxes on new heavy truck tires 10 cents a pound, and 714% 
cents a pound on retreaded tires. 

Increased excise tax on trucks, buses, and trailers of 2 percent. 


We would like to point out that our members are not in the for-hire trucking 
business. Our members are the people who handle their own goods or perform 
their own services with their own trucks. Eighty-seven percent of all non- 
government trucks in the United States are in that category. Our council 
represents truck fleets of industrial, commercial, and agricultural concerns, 
hauling their own merchandise from their own places of business to their own 
customers. It is obviously then a delivery business. The average roundtrips 
are short, and we estimate that over 90 percent of all the mileage of all the 
privately owned trucks is not on the Interstate System but is on State and 
county roads and city streets. Under these circumstances, it is manifestly 
unfair that such a substantial part of the burden of paying for this Interstate 
System should be shifted to the privately operated truck which makes so very 
little use of it. 

When we say it is unfair that the privately operated truck should pay such 
a substantial part of the burden of the Interstate System we are speaking in 
the order of $200 million per year. Specifically, we estimate, and the figures 
are attached, that these new proposed increases in taxes will cost private truck 
operators $191,110,000 per year. 

We would again like to respectfully call to the committee’s attention the 
fact that our members do not operate trucks for hire. The movement of goods 
from our members’ plants to their customers’ locations is a delivery function. 
Could our members persuade all of their customers to come to members’ plants 
and there take delivery of the merchandise, our members would not need to 
operate any trucks on the public streets and roads. The use of trucks by our 
members is strictly a service and involves a necessary expense. It should be 
clear that the use of the highways by our members is not a profit-making opera- 
tion. Therefore, the imposition of these additional taxes creating increased 
expenses for Our members will, in turn, as far as our members can do so, cause 
them to be passed on to the purchaser of the goods. Ultimately, of course, 
this will reflect itself in increased prices to the consumers of the merchandise. 

In passing, there is an inequity in this list of taxes that we want to point 
out. The increase in gasoline tax as proposed is from 2 to 3 cents and diesel 
fuel from 2 to 6 cents. The diesel engine is a more efficient engine than the 
gasoline engine and provides about 40 percent more mileage per gallon con- 
sumed than does the gasoline engine. The ratio then of any diesel-fuel tax 
to gasoline tax should be in the order of 140 percent. Obviously, making the 
6-cent tax on diesel versus the 3-cent tax on gasoline is a discrimination against 
the more efficient unit. 

On the proposed tax program aside from the unfair load that it would place 
on the privately operated truck, which has such little use for the interstate 
highway system, it seems to us that there has been insufficient time to permit 
the proper study and understanding of the vast project that has been pro- 
posed. The matter is seemingly being considered under too much time pressure 
to arrive at a solution that will be for the best interests of the entire coun- 
try. Would it not be better to allow the tax provisions of this matter to be 
studied by the Ways and Means Committee between now and the next session 
of Congress? This committee with its vast experience in this field, its sources 
of information, and its contacts with other tax authorities would be in an ideal 
position to provide, perhaps, the most satisfactory solution. Certainly it would 
provide an opportunity, we think, to do away with the proposed tax discrim- 
ination against privately operated trucks. This suggestion would not delay the 
building of any roads as it is going to take a couple of years for the program 
to get started. 

While we understand that this hearing is confined to the tax features of 
the proposed bill, we nevertheless would like to emphasize that there is abso- 
lutely no need for a weight freeze in the bill. The States have adequately 
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taken care of this and can continue to do so. An arbitrary Federal weight freeze 
will tend to restrict automotive technology in the development of greater truck 
payloads and inevitably increase prices to the consumer. 

Within the past week our attention has been directed to a report made 
some months ago but just publicly released. This is the report on Federal-aid 
to highways made by a study committee of which Clem Johnston, former presi- 
dent, Chamber of Commerce of the United States, was the chairman and sub- 
mitted to the Commission on Intergovernmental Relations. This report was 
formally presented to the Commision on February 8, 1955, but it was not released 
until June 20. This study group recommended, among other things, “State and 
local governments generally would be in a better position to improve these roads 
and streets at an accelerated rate if the Federal tax on motor vehicle fuels 
were repealed. Repeal of the Federal taxes on gasoline and diesel fuel is also 
consistent with our view that the National Government should endeavor to avoid 
preempting tax sources that are needed and can be successfully used by the 
States and localities in the discharge of their proper functions.” 

This report is exceedingly interesting to us because, in our former presenta- 
tion here before this committee on April 27, we recommended that the Federal 
Government get out of the Federal automotive excise tax field. We pointed 
out at that time that such action would put the States in position to develop 
better their own programs and provide a satisfactory system. Special provision, 
of course, would have to be made for the nine Western States that have huge 
areas of Federal land. We believed then and we believe now that we ean 
get the more and better roads we need without having the Federal Govern- 
ment draw up 20-year plans and appropriate billions to get the roads built. 
By such action we would get the network that we want and we would keep 
one field of government where it should be, on the road that leads to home. 


Estimated tazres (first year) against privately operated trucks (Fallon bill) 


Excise tax, 2-percent increase: 
2-axle trucks (average price, $2,500; average tax per truck, $50; 


number, 790,000 *), tax, 790,000 at $50_________ TEEN: 
Combinations (average price, $12,000; average tax per truck, 
$240; number, 40,000*), tax, 40,000 at $240__..._.__________ 9, 600, 000 


Tire tax (10 cents per pound on new, 7% cents per pound on recap), 
increase : 
New (average tire weight, 100 pounds or more; average tax, 
$10), 1,440,00) at BiQsiess bis SDs ek sar -....___.. 14, 400, 000 
Recapped (average tire weight, 100 pounds or more; average 
we BEI gly | a a 39, 600, 000 
Motor fuel tax increase: 
Gasoline (7,817,000,000 gallons * at 1 cent per gallon)___..______ 78, 170, 000 
Diesel (246,000,000 gallons * at 4 cents per gallon) _- _. 9,840,000 


ce pics ecuta<adibie tasibbbaes 191, 110, 000 


See distribution of new trucks, attached. 
See total tire consumption, attached. 
See distribution of fuel, attached, 


@wr 


Distribution of existing nongovernment trucks, 1952 


[Round figures] 


Privately 





‘or hire T 
operated For hire Total 
I eles alae aba basket ‘i 8, 200, 000 1, 200, 000 29, 400, 000 
2-axle truck 8, 000, 000 900, 600 8, 900, 000 
Combination... ___- Goatid debi 200, 000 300, 000 500, 000 


1 National Highway Users: Highway Transportation Story—In Facts, 87 percent privately operated. 
? Bureau of Public Roads: Public Roads, June 1954. 
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Distribution of new trucks, 1953 


Privately | For hire 











operated Total 
—_—— — \-—_——_—_——— | 
PINE ait dies cinmnastacen bathe dnsatiaaa Hak edad ssakeeeeietian 830, 000 130, 000 1 960, 000 
2axle truck._..__. ap illadtt dad ih sasastedaptbiniskishpaians | 790, .00 | 90, 000 | 880, 000 
OEE LEI LEELA LD 40, 000 40, 000 | 80, 000 


1 Estimated from AMA production figures, May 1955. 
Tire consumption on used trucks (combination—14 tires per combination) 


[70,000 miles per year, recap every 35,000 miles, new tires on front wheels] 


Tires 
New (100 pounds each), 200,000 times 4.__....____--______--______ 800, 000 
Recap (100 pounds each), 200,000 times 24.-___________ sa ad ie ial 4, 800, 000 
Tire consumption on new trucks 
[Same operating conditions] 
New (100 pounds each) : 
Tires 
40,000 times 14 --______~-____-L Iu oe Spplg er oe aes ce 560, 000 
SOOO Mihaie But i es i ee oe og blue 22 ele 80, 000 
ONE ie a ie Se eo ee ae ee a ie 640, 000 
Recap (100 pounds each), 40,000 times 12_______________-___-____ 480, 000 
Total tire consumption 
Tires 
New, 800,000 . plus} @00000.. 25050250 J oot le el 1, 440, 000 
Recap, 4,800,000 plus 480,000_________ LT ee ple bdaeh sleet a SoU 5, 280, 000 
Distribution of fuel, 1952* 
{Diesel corrected to 1954 and gasoline adjusted] 
Gasoline motor fuel 
Bal Wapewray vonietet:.. scan aes 39, 800, 000, 000 
All tracks ‘and combinatittias 322 eS oe ee 11, 600, 000, 000 
i De SO . ginko ass be, cenit tes 7, 600, 000, 000 
AAT apnea tiene no ne ee 2 4,000, 000, 000 
8,000,000 
2-axle trucks (11,600,000, i cD , 832 
ixle trucks (11,600,000,000 times 8,900,000, 6, 832, 000, 000 


Combinations (privately operated combinations, 70,000 miles 
per year ; for-hire combinations, 115,000 miles per year. Ratio 
is 1 to 1%. Therefore, 200,000 privately operated times 1 
equals 200,000; 300,000 for hire times 1144 equals 450,000; 
total, 650,000) : 


Gasoline (3,200,000,000 times 2) i AN a ae aie a 985, 000, 000 
-) 

9 
Diesel (800,000,000 times =) 41, lh Sistes, st ldleistiadaccatanal 246, 000, 000 

.— 

Total gasoline: 

Grtiie hii a ote eh ie tks til ceo eee se) 6, 832, 000, 000 
IG a csnisceristnliesithanisicecuteahdiamedlen aieate mmeiemaiabcameeeness aon 985, 000, 000 
es 7, 817, 000, 000 
a 246, 000, 000 


1 Bureau of Public Roads: Public Roads, June 1954. 
2 Adjusted to 1954 for diesel gives 3.2 billion gallons gasoline, 860 million gallons diesel. 
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STATEMENT OF THE Darry INDUSTRY COMMITTEE, BY C. S. DEEKER, CHAIRMAN, 
TRANSPORTATION SUBCOMMITTEE 


We open with a word of appreciation for the permission granted to file this 
statement subsequent to the close of the hearings. 

The Dairy Industry Committee, a voluntary nonprofit organization, with 
offices at 519 Barr Building, Washington 6, D. C., is comprised of the following 
constituent associations : 


American Butter Institute 

American Dry Milk Institute 

Evaporated Milk Association 

International Association of Ice Cream Manufacturers 
Milk Industry Foundation 

National Cheese Institute 

National Creameries Association 


With the exception of the dairy farmer with whom we enjoy friendly relations 
this group represents every major factor in the distribution and manufacture of 
milk and milk products. 

We are not experts on matters pertaining to highway construction and financ- 
ing nor do we possess such information as would permit a thorough study of the 
many facets of the problem and perhaps enable us to reach an informed opinion. 
However, we are highway users and as such we are acutely aware of the alarm- 
ing increasing cost of distributing dairy foods. We are equally aware of the 
need to accomplish that distribution with the greatest economy consistent with 
the observance of high-quality standards and the need to place our products in 
consumers’ hands at the lowest possible price else the dairy farmer and ourselves 
will suffer loss of market. 

Distribution costs in the dairy industry are fast becoming of grave concern. 
Almost everyone in the industry sees the need for the greatest economy, yet many 
of the bothersome cost factors are beyond our control. Preparation of this 
statement has been delayed by efforts to obtain comparative distribution costs 
en a broad basis and representing activities by motor vehicles. However, it 
appears that the information of the nature and scope that would be most infor- 
mative is not available. 

We have some data which is indicative as follows: 


IcE CREAM DISTRIRUTION CoOsTS 





1952 1953 
Item ’ oe in AoE e tks 
Cents per | Percent of Cents per Percent of 
gallon | total gallon total 

Taxes and insurance PR: 4 Fate Le ee 0. 64 | 0. 40 0. 58 0. 37 
Truck supplies and expense eet ek cad | 2. 59 1. 63 2. 70 1.7 
Refrigerant ts aaa Ea | . 69 . 43 77 50 
Depreciation ; : S 1. 26 79 1. 35 87 
Repairs pubtiheese io : 1.16 73 1.19 77 
Wages ;‘ sited sb ieser “ 8. 69 5. 45 9. 45 6. 09 
Miscellaneous 3 1. 87 1.17 2. 41 1. 55 

0 . 16. 90 10. 60 18. 45 11.89 


From the above it will be seen that the delivery cost is not only increasing in 
cents per unit but that the percentage relationship delivery cost to all costs is 
increasing, thus indicating that the delivery costs are increasing more than all 
other costs. 

Unfortunately we are unable to secure comparable data covering milk delivery 
costs. Milk Distribution Costs, 1953, by G. W. Starr, professor of business ad- 
ministration, Indiana University, covers a study of average operating results of 
fluid milk dealers. That study does not separate delivery costs from other costs 
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so that its value for our purpose here is questionable. However, we set forth 
below table 1 in the hope that it may convey information of interest to you: 


TABLE I.—Average operating results, fluid milk dealers 


{In terms of net trade sales] 





1941 1944 1947 1949 1952 1953 

Number of units. 141 170 244 254 342 3385 
Net trade sales $1. 0000 $1. 0000 $1. 0000 $1. 0000 $1. 0000 $1. 0000 
Material costs ! ‘G82 . 6114 6562 . 6193 . 6248 2. 5932 
Administrative salaries 0074 . 0098 0071 . 0087 . 0081 . 0085 
Other salaries and wages 2205 . 1944 . 1862 . 1989 . 1907 . 2010 
Taxes and licenses . 0279 . 0398 . 0189 . 0214 . 0234 0282 
Insurance 0053 . 0055 0049 . 0053 . 0048 . 0056 
Depreciation... 0234 . 0143 . 0109 .0140 0140 . 0146 
Advertising . 0121 0070 . 0077 . 0078 . 0084 . 0094 
Containers . 0376 . 0322 . 0305 0400 . 0505 0519 
Plant, delivery, and office supplies 0409 . 0529 . 0489 . 0527 . 0492 . 0545 
Other expense . 0355 . 0129 .0110 . 0113 . 0117 . 9123 

Total operating expense . 9788 . 9802 . 9823 . 9794 9856 . 9792 

Net operating profit . 0212 . 0198 .0177 . 0206 . 0144 . 0208 


! Includes purchased transportation. 
2 Includes raw products cost, 0.4930; purchased transportation, 0.0089; other material cost, 0.0913. 


The comment by Professor Starr includes the following : 

“The 1953 milk distribution costs are based on reports furnished by 385 dis- 
tributors from 280 cities in 44 States and the District of Columbia. New Hamp- 
shire, Wyoming, Idaho, and Nevada were the only States from which no reports 
were received. While four States are not represented in the survey, the missing 
States are scattered sufficiently not to affect the representativeness of the data. 

“The net trade sales of the companies whose figures are used in this report were 
$1,451,649,988, about $8 million less than the total for 1952. The decline of $8 
million reflects, in part, the lower prices which were received by many distributors 
in 1953 as compared with 1952.” 

While it is not possible for us to submit data which would confirm our belief 
that urban traffic congestion is reflected in unnecessary high costs, we do assert 
that belief. 

It has come to our attention that some witnesses appearing before you have 
advocated somewhat less Federal aid in highway construction than the bill pro- 
poses and, in the cost of urban ingress and egress arteries, it has been urged 
that such facilities be constructed entirely at the cost of local governments, State, 
county, and municipal, as the case may be. We do not concur in these views. 
particularly as to the urban ingress and egress arteries, and this statement is 
offered to express and explain our views. 

Our usage of the highway runs to the “farm-to-market” roads over which the 
milk is trucked from farms to our processing and distributing plants. This is 
generally termed “procurement” and that term will hereinafter be used. The 
processing or distributing plants may be located either in urban or suburban 
areas. 

The second phase of transportation takes place from suburban processing plants 
to urban distributing plants and the third phase, or in some instances the second 
phase, is from distribution plants to consumers and retail outlets. Urban areas 
constitute our greatest and most concentrated markets. 

While some segments of the dairy industry extensively use the services of the 
transportation industry for the movement of their products from processing 
plants to market, we still have an interest in highways adequate to permit common 
and contract carriers by motor vehicle to perform efficient service at reasonable 
cost. Other segments of the dairy industry, those distributing ice cream and 
milk particularly, must provide their own transportation services. 

Adequate highways for milk procurement transportation are becoming more 
and more necessary. Many of your committee probably have knowledge of the 
sinall truck operated by a milk hauler who may be a farm lad or a resident of a 
farm community carrying a few cans of milk from a few farms to a fairly nearby 
processing plant on a once-a-day or a twice-a-day schedule, depending upon 
volume and/or weather conditions. The vehicles are small and without provision 
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for refrigeration. ‘This sort of transportation is expensive, and that expense 
usually falls on the farmer. The lack of refrigeration is a serious factor in our 
attempts to meet high-quality standards and the need to reduce the transit time 
by maintaining many relatively small-processing plants or receiving stations 
within easy reach from the farms is another uneconomic feature. The entire 
dairy industry is dependent upon trucks for procurement transport. 

To combat the high cost of procurement transport of milk, there is a growing 
trend for the farmers to install holding and cooling tanks and for the milk to be 
transported on less frequent schedules in tank or other types of trucks which are 
capable of maintaining proper temperatures and meeting sanitary requirements. 
This permits transportation for longer distances, bypasses the local processing 
plant or receiving station and the milk moves direct from farm to plants nearer 
the market areas. It offers economy for the farmer and for the industry and, 
when more generally practiced, will assist in accomplishing delivery to consumers 
at the lowest possible cost. However, it also requires farm-to-market highways 
adequate to carry those heavy loads and economy can be achieved only by carrying 
more milk per truck per trip. 

We have previously stated that our most concentrated markets are in urban 
areas. We have endeavored to secure reliable statistics which would enable a 
comparison of distribution costs in urban areas with those in suburban areas. 
Unfortunately such data is not available and we are told that it could be secured 
only through elaborate and expensive accounting records. Even then some 
factors could be separated between urban and suburban only by estimates. 
However, we do know that urban distribution involves less vehicle mileage, more 
motor fuel, and more man-hours per unit of sale than is involved in suburban 
distribution. We would expect that but not to the extent that it exists in some 
urban areas and in each of those areas we are informed that traffic congestion 
is the cause. This brings us to the matter of ingress and egress highways. 

From experience in cities which have adequate or improved ingress and egress 
facilities, we are reasonably certain that those facilities relieve traffic conges- 
tion. We know too that the rights-of-way for such facilities are the most ex- 
pensive of any highway right-of-way and that the construction cost is high, 
particularly when it must be above or below ground level. 

It seems reasonable to say that the cost of providing needed urban ingress 
and egress highways should fall on all who benefit from them. Obviously the 
urban community benefits. Its fire-fighting and other emergency vehicles could 
move without delay or with less delay, its citizens would have greater freedom 
in the use of the streets, and its business establishments would be more acces- 
sible. Of national interest or benefit, we see probabilities that the handling of the 
mail would be more readily accomplished ; the community could be more quickly 
evacuated in the event of emergency; the movement of troops, supplies, and 
emergency equipment would be expedited in the interest of national defense. 
The Interstate Highway System cannot reach every community and section of 
the Nation; hence, the operators of private and commercial vehicles who could 
use those urban facilities to reach or depart from the Interstate System would 
benefit. The motor vehicle and fuel industries would benefit, we think, to a great 
degree and the dairy industry would benefit in common with others. Summed 
up, there seems to be substantial justification to say that the cost of needed 
and adequate urban ingress and egress highway facilities should be shared by 
the local and Federal Governments. 

We are interested in the national defense and the growing national economy 
but we are selfishly interested in our ability to place dairy foods in the hands 
of consumers at the lowest possible cost and particularly free of wasteful costs 
created by the lack of public highway facilities adequate to permit economic 
distribution service. Unless we can accomplish that, both the dairy farmers 
and ourselyes will suffer loss of market because the unavoidable wasteful 
practices are reflected in prices higher than consumers will accept. 

In common with most taxpayers, we do not enjoy paying taxes or looking 
ahead to the prospect of higher taxes. As highway users we pay all taxes levied 
as such and as citizens we pay all other applicable taxes. We realize that with 
the expansion of our economy and population, added highways are needed and 
that highway construction costs are rising. We are not unmindful of the need 
for more money to provide those facilities nor unwilling to assume a fair pro- 
portion of the tax burden. However, we are greatly concerned by the taxes 
collected from highway users in the form of taxes on motor fuels and other 
excise taxes on motor vehicles as compared with the sum returned to the States 
as Federal aid in highway construction. For example, in 1953 the Federal 
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Government collected $2,165,944,000 from those sources and returned to the 
States in 1954 a total of $849,521,000 or a little more than 39 percent of the 
amount collected. Certainly the difference of $1,316,423,000 or about 61 percent 
is not represented by administrative “shrinkage” and we cannot escape the feel- 
ing that highway users are being burdened with taxation beyond the extent 
required to properly reflect their usage of or benefit from the highways while 
other beneficiaries are not required to accept their proper share by appropria- 
tions from general funds. We have a somewhat similar situation in those 
States which direct funds secured from highway use taxes to other than high- 
way use but this is not the place for a discussion of that problem. It may well 
be that if the taxload were more equitably distributed the highway users would 
find no relief through lower highway use taxes due to the greatly expanded high- 
Way program. It may also be true that as citizens we would be faced with 
increased general taxes as a means of reflecting the benefit to the general public 
from adequate highways. In either event, proper distribution of the tax burden 
is no less important than providing the necessary funds. 

We do not here desire to take a position for or against Federal excise taxes on 
motr vehicles, motor fuels, etc., as they are now assessed against highway users. 
However, we do wish to impress upon you the fact that the interest in highways 
by the Federal Government stems from the consideration of the interests of 
all of our people in the broad aspects of national defense and national economy— 
it does not specifically or separately involve the highway user as such or dis- 
tinguish him from other beneficiaries. If that be correct, then all Federal aid in 
highway construction should come from funds secured from general taxes rather 
than from specific taxes against highway users. We urge that Congress care- 
fully consider these responsibilities before it increases the specific taxes against 
highway users. 

In closing, we wish to be recorded as in favor of such Federal funds in aid 
to the construction of needed and adequate urban ingress and egress highways 
as may be found to be reasonable and proper, as urging an equitable distribution 
of the highway cost burden in accord with benefit or interest and that the great- 
est possible portion of funds secured from highway user taxes be directed to 
highway purposes and none other. 

We repeat that our principal interest is to be able to continue to supply con- 
sumers with dairy foods at the lowest possible cost uninflated by any unnecessary 
or wasteful factors. Good highways, adequate to carry all traffic, are required 
to permit that accomplishment. 

We thank you for the opportunity to express our views. 





STATEMENT OF THE HONORABLE HENRY QO. TALLE, A REPRESENTATIVE IN CONGRESS 
FROM THE STATE OF IOWA 


Mr. Chairman, inasmuch as agriculture is a very important business in my 
congressional district, I must voice my convictions on that part of the legislative 
proposal before your committee which would impose an additional tax burden 
upon persons engaged in farming operations. In general, my thinking on this pro- 
posal is in line with that of the American Farm Bureau Federation. 

The thought of additional taxation at this time, when millions of Americans 
are hopeful that their tax burdens might be reduced, is not a happy one. 

If, however, the method adopted for financing the contemplated aggressive 
road-building program involves increased taxation, I believe that provision should 
be made in the bill to exempt from the taxation portion of the legislation, all non- 
highway uses of gasoline such as that used in operating farm implements. If 
the contemplated revenne provisions are applied to all uses, the farmer will be 
required to pay a tax to the Federal Government on gasoline used—not on roads— 
but in the process of producing food and fiber for the American people. 

It is earnestly hoped, Mr. Chairman, that gasoline used in farming operations 
may be exempt from the proposed tax which is intended to supply revenue for 
financing the improving and building of roads. 

Thank you, Mr. Chairman, for this opportunity to record my convictions on 
this vital matter. 
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STATEMENT OF INDEPENDENT ADVISORY COMMITTEE TO THE TRUCKING INDUSTRY, INC. 


Declaring that tax laws should be based on the principle of raising revenues 
and for no “other purpose” the Independent Advisory Committee to the Truck- 
ing Industry (ACT) today released the copy of its testimony to the Public Works 
Committee of the House of Representatives in regard to tax proposals for 
financing the highway construction program. 

The ACT committee is a labor-management committee made up of Dave Beck, 
general president of the International Brotherhood of Teamsters, chairman of 
ACT, Burt Seymour, president of Associated Transport, Inc., the world’s largest 
truck line, and vice president of the American Trucking Associations, cochair- 
man; Roy Fruehauf, president of Fruehauf Trailer Co., cochairman ; and Walter 
Carey, chairman of the American Trucking Associations Foundation, cochairman. 
The ACT statement was signed by all four. 

The statement characterized proposals of H. R. 7072 as “discriminatory and 
unfair.” The statement pleaded that the trucking industry not be “tied to the 
past” on technological improvements of the industry under terms of the proposed 
bill which would limit sizes and weights of vehicles to 1946 standards and asked 
too that the industry’s future and that of the nearly 7 million employees of the 
industry not be crippled by unfair and discriminatory taxes. 

Text of the statement follows: 

“The Independent Advisory Committee to the Trucking Industry (ACT) has 
supported the highway program from its inception before the Governor’s Con- 
ference last year. 

“Mr. Dave Beck, chairman of the ACT committee, was a member of the Clay 
committee which formulated the original program. 

“ACT has sought in every way to aid the formation of the program and to 
keep an open mind as to compromises in method which would produce the same 
result—namely an improved highway system which would aid our national 
economy in the years ahead, and provide a highway system to back up our 
national-defense facilities. 

“Yet today ironically, we are here to oppose methods of taxation, to finance 
this program, which we feel to be discriminatory and unfair. We find that one 
section of the proposed legislation for a modern highway system, would bind 
eur industry to the past. We refer to the proposal to restrict weights and 
lengths of vehicles to 1946 standards. 

“And we find a tax schedule proposed to finance these highways which would 
seek to limit the financial future of the motor-carrier industry and eliminate 
portions of the industry from the competitive scene. 

“Thus the industry which employs 1 out of 11 of all American working men 
and women bids fair to be caught in a switch: on the one hand tied to the past 
on progress and crippled on the other as to the financial future. 

“A tax schedule along the line of that suggested in H. R. 7072 would dis- 
criminate not only against the operators of our industry but against the vast 
army of men and women who are dependent for their livelihood on that industry. 
And inevitably it would discriminate against the entire citizenry of the United 
States who depend on the motor-carrier industry for more than three-quarters 
of all the traffic that supports our national population. 

“Present taxes provide a greater proportion of return from motor carriers 
than from other highway users. The figures presented by the American Truck- 
ing Associations illustrate this point graphically. We do not seek to change 
the past. Nor are we seeking to avoid paying the industry’s fair share toward 
the construction of new highways. 

“We do insist that new highway taxes should be levied fairly against all 
highway users. The natural differences between light and heavy vehicles will 
adjust the amount of tax proportionately between heavy trucks and light motor 
cars. A light car paying taxes on gasoline, for instance, gets 18 to 20 miles 
per gallon of gasoline. A heavier truck may get as low as 3 or 4 miles per 
gelion of gasoline, thus paying 5, 6, or 7 times the revenue for the same mileage. 
Registration fees per vehicle produce far greater fees for trucks than for pas- 
senger vehicles. Similarly on excise taxes on tires. A light car currently pays 
far less per tire than motor carier vehicles using larger and heavier tires—even 
at the same basic rate. 

“This then is the fair way of paying the way. Build the roads with everyone 
sharing the load of cost and sharing at the same time the savings—savings in 
the cost of everything we buy, savings in wear and tear on nerves and savings 
in lives. 
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“Incidentally the savings in lives—safety—was one of the major portions of 
this highway program when it was first proposed by the President. 

“We have stressed our opposition to unfair and discriminatory taxes and we 
have stressed the willingness of this industry to pay its way. 

“In summation we would like to state specifically : 

“As to an increase in gasoline and diesel oil taxes: The plan proposes an 
increase on diesel oil above the increase suggested for gasoline. This is rank 
injustice. If new revenues are necessary for this program let them be raised ; 
but not by punitive taxes against a portion of our industry which happens to 
use diesel equipment. The only purpose of such a tax must be to seek the 
elimination of competition between the heavy truck and the railroads. 

“As to the increase in taxation on tires and tubes whose size exceeds 8.5 x 18: 
At present excise taxes on tires are based on weight of the tire. Thus trucks 
pay a greater tax simply because they have heavier tires and more of them per 
truck. But to specify that the proposed tire tax increase would be applied only 
to large trucks is unfair. If money needs to be raised by excise tax increases 
let it be raised on a just basis. Set an increase on the tax per pound of all 
tires, then the trucking industry will pay its proportionate share of the tax in- 
crease by virtue of its greater number of tires per vehicle and the greater 
weight per tire. 

“Fairness in taxation has always been a tenet of American philosophy. 

“Technological progress in the use of trucks as a transportation medium and 
in the building of highways upon which they operate should be not slowed to a 
stop. 

“Let us approach the problem with these basic American concepts in mind. 
In this manner the tax laws will not be used for purposes other than the raising 
of revenue. 

“DAVE BECK. 

“Burt SEYMOUR. 
“Roy FRUEHMAUF. 
“WALTER CAREY.” 





NATIONAL Retar Dry GooDds ASSOCIATION, 
Washington, D. C., May 26, 1955. 
Representative CHARLES A. BUCKLEY, 
Chairman, House Public Works Committee, 
House Office Building, Washington, D. C. 

Dear Mr. Bucktey: I am enclosing the statement of Mr. Philip M. Talbott, 
President of the National Retail Dry Goods Association, I trust that Mr. Tal- 
bott’s statement can be made a part of the record of the current hearings on the 
President’s highway program. 

Sincerely yours, 
JoHN C. Hazen, 
Vice President (Government). 


STATEMENT BY Putitie M. Tarsort, PRESIDENT, NaTioNat Retait Dry Goops 
ASSOCIATION 


My name is Philip M. Talbott. I am presenting this statement as president 
of the National Retail Dry Goods Association. This voluntary national trade 
association represents some 7,500 department, specialty and chainstores located 
in every State in the Union. 

Initially, I want to express the interest of our members in an adequate high- 
way system, one that will provide adequate and safe movement between com- 
munities and within the boundaries of cities. I am sure that this committee 
realizes how vital it is to the retail stores of this country that such a system 
of streets and highways be planned for and built. 

The American people have been privileged to take part in the greatest economic 
advance in the history of the world. The retail stores have played a great and 
important part in this development because they have caused to be distributed 
the products of our factories and farms. The members of my association do an 
annual volume of more than $11 billion, so you can understand our interest in 
preventing any throttling of the pace that has been set. 

The growth of this country, particularly during the past two decades, has been 
tied closely to the automobile. New communities are being created at a rapid 
pace and our cities are spreading out to the point where adequate highways and 
streets hold the answer as to whether we are going to continue to grow or stand 
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still. We have every reason to believe that this country will continue to grow 
in size and economic strength and that the future is as bright as the immediate 
past but highways and streets designed for traffic conditions of 15 or 20 years 
ago will surely slow down and perhaps stifle that growth. 

Ten years is really not very far into the future to plan. Many retail stores 
are today planning for the next decade. It is necessary for them to do so if they 
are going to adequately serve the consuming public. As you study legislation 
designed to provide an expanded highway-construction program, we trust that 
serious attention will be given to the modernization and expansion of urban 
streets. Certainly, there is a need for adequate and safe highways between 
cities, but if our cities are to continue to grow and add their strength to the 
overall economy, then urban streets must be modernized to provide for the needs 
of the people. Fine retail stores, modern hotels, and other business organiza- 
tions cannot function properly if antiquated street systems throttle their chances 
for growth. In many areas of the country urban streets were planned to serve 
traffic conditions far different than those which exist today. 

American retailers were serving some 32 million families 20 years ago. To- 
day 49 million families exist in this country and most of them are on wheels. 
You have heard witnesses before your committee state that within the next 10 
years another 7 million families will be formed. This tremendous growth, plus 
the fact that new communities adjacent to larger communities are being formed, 
adds to the seriousness of this problem. Adequate highways are needed not only 
to serve the present population, provide adequate arteries for the defense of 
the country, but of immediate concern is the death toll on our presently inade- 
quate roads. 

The President’s Highway Advisory Committee has stated that we now have 
58 million vehicles on the highways today and that in another 10 years that 
figure will be increased by some 40 percent. Hence, our approach to this prob- 
lem is not whether we should or should not adopt an expanded program, but 
rather that time is of the essence and we hope that Congress will take forth- 
right action. 

I thank you for the privilege of presenting to you the views of the retail 
stores of the United States. 


Mr. Fation. The committee is adjourned until 10 o’clock tomorrow 
morning, at which time there will be an executive session. 
(Whereupon, at 6:40 p. m., the committee adjourned.) 


x 











